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WEDNESDAY,  FEBRUARY  9,  1994 

House  of  Representatives, 
Subcommittee  on  Fisheries  Management, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington,  DC. 

The  Subcommittee  met,  pursuant  to  call,  at  1:43  p.m.,  in  room 
1334,  Longworth  House  Office  Building,  Hon.  Thomas  J.  Manton 
[chairman  of  the  Subcommittee]  presiding. 

Present:  Representatives  Manton,  Hughes,  Unsoeld,  Taylor,  Lan- 
caster, Hamburg,  Cantwell,  Pallone,  Young,  Coble,  Kingston, 
Torkildsen,  Furse,  Reed,  and  Gilchrest. 

Staff  Present:  Jeffrey  Pike,  Chief  of  Staff;  Tom  Kitsos,  Chief 
Counsel;  Sue  Waldron,  Press  Secretary;  Jim  Mathews,  Staff  Direc- 
tor; Greg  Lambert  and  Dave  Hoskins,  Counsel;  Lori  Rosa  and 
Randy  Morris,  Clerks;  Jean  Flemma,  Frank  Lockhart,  and  Bill 
Wright,  Professional  Staff;  Harry  Burroughs,  Minority  Staff  Direc- 
tor; Rod  Moore,  Dave  Whaley,  Margherita  Woods,  Ed  Lee,  and 
John  Rayfield,  Minority  Professional  Staff;  and  Bonnie  Bruce  and 
Amy  Santin,  Sea  Grant  Fellows. 

OPENING  STATEMENT  OF  HON.  THOMAS  J.  MANTON,  A  U.S. 
REPRESENTATIVE  FROM  NEW  YORK,  AND  CHAIRMAN,  SUB- 
COMMITTEE ON  FISHERIES  MANAGEMENT 

Mr.  Manton.  Good  afternoon,  ladies  and  gentlemen,  members  of 
the  Subcommittee.  We  will  get  started.  We  are  now  nearing  the 
end  of  our  series  of  hearings  on  the  Magnuson  Act  legislation  so 
vital  to  protecting  U.S.  fisheries  and  ensuring  their  future  viability. 

Today,  the  Committee  will  hear  testimony  on  the  use  of  individ- 
ual transferable  quotas  or  ITQs.  While  the  Magnuson  Act  is  silent 
on  the  use  of  ITQs,  numerous  fisheries  management  councils  are 
considering  their  use  as  a  management  tool.  The  ITQ  system  is  a 
limited  entry  management  regime  in  which  individual  fishermen 
are  allocated  fixed  quota  shares  which  entitle  them  to  catch  a  per- 
centage of  the  total  allowable  catch,  also  known  as  the  TAC,  of  a 
given  fishery. 

The  fishermen  are  then  free  to  sell,  lease,  or  otherwise  transfer 
these  shares  as  they  see  fit.  The  goal  of  this  type  of  management 
regime  is  to  reduce  overcapitalization  by  giving  fishermen  a  guar- 
anteed proportion  of  the  TAC  and,  in  effect,  freezing  new  entrants 
out  of  the  fishery.  Apparent  benefits  are  that  ITQs  allow  fishermen 
to  fish  at  their  own  pace  and  in  a  more  efficient  manner. 

(1) 


The  use  of  ITQs  is  a  relatively  new  tool  in  fisheries  management. 
While  some  in  the  industry  support  the  use  of  ITQs  as  an  innova- 
tive management  device,  many  others  point  out  potential  problems 
with  their  use.  ITQ  plans  may  be  more  expensive  and  difficult  to 
enforce  than  other  management  plans,  and  they  may  allow  one  or 
a  limited  number  of  individuals  to  exercise  unreasonable  control 
over  the  market  for  a  fishery.  In  addition,  there  are  serious  ques- 
tions as  to  the  nature  of  the  rights  an  ITQ  holder  is  being  granted. 

Currently,  ITQ  systems  have  been  established  for  three  different 
U.S.  fisheries.  These  fisheries  are  a  valuable  source  of  information 
to  examine  both  the  positive  aspects  of  ITQ  regimes  and  the  con- 
cerns which  have  arisen  regarding  this  form  of  fisheries  manage- 
ment. They  can  provide  some  needed  guidance  in  determining 
whether  the  use  of  ITQs  will  provide  an  efficient  and  fair  mecha- 
nism to  conserve  and  manage  our  fishery  resources. 

There  are  many  questions  which  remain  to  be  answered  regard- 
ing ITQs.  We  will  hear  a  wide  range  of  views  today  which  will  ad- 
dress the  concerns  of  opponents  as  well  as  the  disagreements 
among  proponents  as  to  how,  where,  and  when  ITQs  should  be  im- 
plemented. I  am  anxious  to  hear  what  our  witnesses  have  to  say. 
The  Chair  now  recognizes  Mr.  Young,  the  ranking  member,  for  an 
opening  statement. 

STATEMENT  OF  HON.  DON  YOUNG,  A  U.S.  REPRESENTATIVE 
FROM  ALASKA,  AND  RANKING  MINORITY  MEMBER,  SUB- 
COMMITTEE ON  FISHERIES  MANAGEMENT 

Mr.  Young.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  I  ask 
unanimous  consent  at  this  time  to  submit  for  the  record  the  state- 
ment of  the  Honorable  Jack  Fields,  Republican  from  Texas. 

Mr.  Manton.  Without  objection,  so  ordered. 

[Statement  of  Mr.  Fields  follows:] 

Statement  of  Hon.  Jack  Fields,  a  U.S.  Representative  from  Texas,  and 
Ranking  Minority  Member,  Committee  on  Merchant  Marine  and  Fisheries 

Mr.  Chairman,  I  appreciate  your  holding  this  hearing  on  one  of  the  controversial 
aspects  of  the  reauthorization  of  the  Magnuson  Fishery  Conservation  and  Manage- 
ment Act.  This  hearing  is  one  of  the  last  in  a  series  of  hearings  in  this  reauthoriza- 
tion process,  and  I  look  forward  to  working  with  the  Chairman  on  developing  legis- 
lation in  the  near  future. 

Today  we  will  hear  testimony  on  the  effectiveness  of  the  Individual  Transferable 
Quota  (ITQ)  system  as  a  conversion  and  management  tool.  I  believe  there  is  still 
a  lot  to  be  learned  about  this  system,  specifically  whether  ITQ's  can  be  workable 
in  all  fisheries.  I  am  curious  to  learn  from  fishermen  today  whether  this  system  is 
a  better  management  tool  than  an  open  access  fishery  with  other  conservation  re- 
strictions in  place. 

I  understand  that  the  ITQ  system  has  been  established  in  several  fisheries,  yet 
I  also  understand  that  the  jury  is  still  out  on  its  effectiveness  in  certain  aspects  of 
fisheries  management.  I  realize  that  such  a  system  can  be  beneficial  in  making  com- 
mercial fishing  safer  by  lengthening  the  fishing  season  rather  than  managing  a  fish- 
ery with  a  "derby"  style  season.  However,  I  wonder  whether  additional  management 
techniques  may  be  needed  to  address  concerns  such  as  bycatch  or  high-grading, 
which  may  not  be  improved  with  an  ITQ  system. 

I  look  forward  to  hearing  the  views  of  our  witnesses  on  how  the  current  ITQ  sys- 
tems are  working,  and  whether  such  a  system  could  work  as  a  management  tool 
in  other  fisheries. 

Thank  you,  Mr.  Chairman. 

Mr.  Young.  Mr.  Chairman,  I  thank  you  for  having  these  hear- 
ings today,  and  I  know  there  is  a  great  deal  of  lack  of  knowledge 


of  the  ITQs.  This  is  one  issue  though  that  I  do  beUeve  I  know  a 
Httle  bit  about.  In  the  1970's,  fishermen  in  my  State  debated 
whether  to  estabUsh  a  limited  entry  program  for  the  salmon  fish- 
eries. Twenty  years  later,  we  have  the  limited  entry.  We  have  a  lot 
of  fish  but  not  necessarily  because  of  the  limited  entry.  We  have 
a  small  class  of  instant  moneymakers,  and  we  have  a  lot  of  people 
who  are  going  bankrupt. 

Most  recently,  the  North  Pacific  Fishery  Management  Council 
decided  to  impose  an  ITQ  system  on  halibut  and  sablefish  fisheries. 
The  National  Marine  Fisheries  Service  estimates  that,  at  the  very 
minimum,  enforcement  and  implementation  of  this  system  will  cost 
about  $3.5  million.  Knowing  the  Federal  Government,  the  cost  will 
probably  be  much  higher,  and  we  have  not  decided  yet  where  that 
money  is  going  to  come  from. 

I  often  wonder  where  we  will  be  20  years  from  now.  Will  we  have 
stable  fishery  and  prosperous  coastal  communities  or  will  every- 
body be  going  bankrupt? 

Ajid  as  the  members  see  from  the  testimony,  ITQ  plans  are  not 
simple,  nor  are  they  cheap.  They  can  help  some  fishermen,  and 
they  can  hurt  a  lot  of  others.  Unfortunately,  the  National  Marine 
Fisheries  Service  has  decided  that  ITQ  plans  are  the  way  to  go  and 
are  now  pushing  for  them  in  many  other  fisheries.  I  think  we  ought 
to  really  look  very  carefully  because  we  created  the  Magnuson  Act 
which  gave  the  councils  the  authority  to  do  so — very  carefully  the 
effect  the  ITQ  has  not  only  on  the  communities  but  the  possibilities 
of  the  ITQs  creating  a  monstrous  monopoly  in  the  fishing  industry, 
and  I  do  thank  you  for  having  these  hearings,  Mr.  Chairman. 

Mr.  Manton.  The  Chair  will  now  recognize  Mr.  Hughes  for  an 
opening  statement. 

STATEMENT  OF  HON.  WILLIAM  J.  HUGHES,  A  U.S. 
REPRESENTATIVE  FROM  NEW  JERSEY 

Mr.  Hughes.  Thank  you,  Mr.  Chairman.  First  of  all,  let  me  con- 
gratulate you  on  convening  these  hearings.  I  think  they  are  very 
appropriate,  and  as  we  look  at  new  ideas  and  how  we  can  better 
manage  our  fishery  resources,  I  think  this  is  a  very  good  starting 
point,  and  I  congratulate  you  on  that. 

Mr.  Chairman,  we  are  examining  today  alternative  tools  for  fish- 
ery management  and,  in  particular,  individual  transferable  quotas 
or  ITQs.  And  as  we  prepare  to  reauthorize  the  Magnuson  Act,  it 
is  appropriate  that  we  reassess  our  current  management  strategies 
and  look  to  innovative  ways  to  try  to  do  a  better  job.  I  don't  think 
that  is  any  criticism  on  present  management  policies,  but  we  can 
always  do  better.  I  think  most  will  agree  with  that. 

The  proposal  in  question  is  not  new  to  my  area.  We  have  had  as 
an  example  of  an  ITQ  system  in  place,  the  one  that  we  apply  to 
surf  clam  and  to  ocean  quahog  along  the  East  Coast.  And  I  might 
say  that  we  have  had  mixed  results.  There  are  a  lot  of  problems 
that  that  has  created,  and  I  hope  we  can  benefit  from  that  experi- 
ence. I  hope  as  we  pursue  these  alternative  means  to  better  man- 
age our  fishery  resources,  we  will  look  at  both  the  strengths  as  well 
as  the  weaknesses  of  that  initiative. 

I  don't  think  there  is  any  question  that  in  order  for  an  ITQ  to 
work  it  needs  stability  and  it  needs  some  degree  of  predictability 


much  like  the  monetary  system.  If,  in  fact,  you  are  going  to  save, 
you  want  to  make  sure  that  you  are  going  to  be  able  to  turn  it  in 
in  5  years,  and  that  is  what  makes  our  system  in  the  United  States 
so  good  and  attractive  to  the  world — is  because  it  is  stable,  and  it 
is  predictable. 

We  also  need  to  make  sure  that  we  don't  create  virtual  quota  mo- 
nopolies throughout  this  country,  and  that  is  something  I  think 
that  we  need  to  be  concerned  about.  And  I  think  we  need  to  look 
at  this  particular  management  tool  on  a  fishery-by-fishery  basis. 
What  may  be  good  for  clam  and  quahog  is  not  necessarily  good  for 
a  fluke  fishery.  I  think  that  is  important. 

And,  finally,  let  me  just  tell  you  that  I  am  just  delighted  to  help 
you  welcome  our  Assistant  Administrator,  Rollie  Schmitten,  who 
already  has  done  a  magnificent  job.  He  has  been  around  the  coun- 
try. I  don't  know  how  many  States  he  has  traveled  to — 17  or  18 
perhaps.  But  he  was  in  New  Jersey,  and  I  want  to  tell  you  he  is 
a  miracle  worker  because  he  actually  had  people  from  the  rec- 
reational fishery  and  the  commercial  fishery  saying  nice  things 
about  him  and  even  talking  to  one  another  which  demonstrates  to 
me  that  he  is  ofi"  to  a  good  start,  and  we  look  forward  to  many  more 
occasions  when  we  can  welcome  you  and  work  with  you  on  this  and 
other  matters.  I  look  forward  to  hearing  the  other  witnesses  before 
this  hearing  today.  It  is  a  good  hearing  that  you  have  structured, 
Mr.  Chairman,  and,  again,  I  congratulate  you. 

[Statement  of  Mr.  Hughes  follows:] 

Statement  of  Hon.  William  J.  Hughes,  a  U.S.  Representative  from  New 

Jersey 

Thank  vou,  Chairman  Manton,  for  convening  this  hearing  on  the  use  of  individual 
transferable  quotas — or  ITQ's — as  a  fisheries  management  tool. 

This  is  an  important  issue  we  are  addressing  today.  Alternative  tools  for  a  fishery 
management  may  or  may  not  hold  the  key  to  sustainable  development  of  our  na- 
tion's fisheries.  As  we  prepare  to  reauthorize  the  Magnuson  Fisheries  Conservation 
and  Management  Act,  it  is  vital  that  we  reassess  our  current  managenient  strate- 
gies and  look  at  new  ideas  and  new  ways  to  manage  our  fisheries.  This  is  not  to 
say  that  our  current  management  scheme  is  bad  or  that  other  alternatives  are  bet- 
ter. But  it  is  important  that  we  not  fall  into  the  trap  of  believing  that  our  current 
management  practices  are  the  be-all  and  end-all  of  the  evolution  of  fisheries  man- 
agement. I  am  sure — and  I  doubt  that  anyone  in  this  room  vrill  disagree — that  we 
can  do  better.  We  can  better  conserve  our  resources  and  we  can  make  our  manage- 
ment system  more  user-friendly  for  industry. 

The  question  of  course,  is  how?  How  do  we  go  about  improving  our  management 
practices? 

One  proposal — the  one  which  we  are  examining  today — involves  the  use  of  an  ITQ 
system.  Under  an  ITQ  system,  fisheries  management  scientists  and  officials  would 
estabUsh  a  total  allowable  catch,  but  then  they  would  in  turn  be  allocated  to  a  spe- 
cific number  of  fishermen  in  a  closed-access  system.  These  ITQ's  could  be  utilized 
by  the  owner,  transferred,  sold,  leased  or  rented. 

There  seem  to  be  many  advantages  and  disadvantages  to  an  ITQ  system.  One  ad- 
vantage is  that  it  may  reduce  incentives  for  overfishing.  Another  possible  advantage 
is  the  end  of  management  practices  that  have  often  forced  fishermen  to  go  out  in 
bad  weather  to  try  to  harvest  their  share  of  the  catch.  Many  of  us  have  lost  constitu- 
ents that  way  and  there  is  certainly  an  advantage  to  a  system  that  ends  incentives 
to  fish  in  bad  weather. 

However,  there  seem  to  be  disadvantages  to  this  system,  too.  Implementation  of 
an  ITQ  system  in  a  given  fishery  is  likely  to  cause  a  major  disruption  in  that  fish- 
ery. Enforcement  is  also  likely  to  be  a  problem,  since  vessels  would  be  fishing  year 
round  rather  than  seasonally. 

Of  course,  we  already  have  an  example  of  an  ITQ  system  to  examine  in  the  surf 
clam  and  ocean  quahog  fishery  along  the  East  Coast.  I  already  have  concerns  about 
the  operation  of  this  particular  ITQ  system  and  I  will  be  directing  questions  to  some 


of  the  witnesses  later  on  this  matter.  For  now,  let  me  lay  out  some  of  the  general 
concerns  that  I  believe  need  to  be  addressed  before  we  begin  implementing  more 
ITQ  systems. 

First,  in  order  to  work  effectively,  an  ITQ  system  needs  stability  and  a  degree  of 
predictability.  An  ITQ  system  is  very  similar  to  our  monetary  system.  Like  the  mon- 
etary system,  in  order  for  an  ITQ  system  to  work,  participants  in  the  system  must 
have  faith  in  the  rules  of  the  game  and  the  underlying  value  of  their  quotas.  If  you 
were  told  that  the  money  that  you  have  in  your  wallet  today  couldn't  be  used  tomor- 
row, how  would  you  react?  Fishermen  and  processors  purchasing  ITQ's  must  know 
that  the  rules  of  the  game  won't  change  on  them.  We  must  assure  them  that  if  we 
give  them  a  5-year  ITQ  or  they  purchase  one  from  someone  else,  that  2  or  3  years 
down  the  hne,  we  won't  go  back  to  an  open  system  without  ITQ's.  We  must  take 
steps  to  ensure  the  value  of  the  ITQ's  in  such  a  system. 

We  also  need  to  examine  the  potential  for  the  creation  of  quota  monopolies  and 
the  effect  that  might  have  on  our  fisheries.  That  situation,  in  turn,  is  part  of  a  big- 
ger question,  which  is:  What  effect  will  an  ITQ  system  have  on  the  traditional  way 
of  life  of  the  fisherman?  What  value  do  we  as  a  culture  place  on  our  fishermen  and 
the  traditions  surrounding  the  fishing  industry?  We  need  to  look  closely  at  this  be- 
cause implementation  of  an  ITQ  system  would  probably  cause  our  fishing  fleets  to 
shrink  and  change  the  relationships  between  fishermen,  vessel  owners,  processors, 
and  others  in  the  industry. 

I  think  it  is  also  important  that  we  look  at  new  management  schemes  on  a  fish- 
ery-by-fishery basis.  What  may  be  good  or  bad  for  the  surf  clam  and  ocean  quahog 
fishery,  may  have  a  completely  different  effect  upon  the  fluke  fishery  or  the  manage- 
ment of  highly  migratory  species  such  as  the  swordfish. 

Finally,  I  would  like  to  express  my  appreciation  to  the  witnesses  who  have  come 
to  testify  before  us  today.  I  am  particularly  pleased  to  see  NMFS  administrator 
RoUie  Schmitten  here  before  us  on  this  matter.  I  have  heard  nothing  but  encourag- 
ing words  about  you,  Mr.  Schmitten,  from  the  many  New  Jersey  fishermen  and  in- 
dustry representatives  who  met  with  you  last  month  in  northern  New  Jersey.  Those 
kind  words  came  from  both  commercial  and  recreational  fishermen — and  to  solicit 
praise  from  both  groups  is  no  mean  feat.  I  look  forward  to  working  with  you  and 
meeting  you  on  a  one-to-one  basis  in  the  future. 

I  am  glad,  too,  that  Chairman  Lee  Anderson  of  the  Mid-Atlantic  Council  is  here 
to  give  his  insight  into  the  potentials  of  ITQ-based  management. 

I'm  also  pleased  to  see  that  Roger  McManus  of  the  Center  for  Marine  Conserva- 
tion is  here  today,  as  well  as  several  industry  representatives,  including  Mr.  Dave 
Wallace,  who  is  representing  a  consortium  of  clam  processors  and  fleet  operators — 
many  of  which  are  based  in  my  district. 

I  would  ask  that  my  colleagues.  Administrator  Schmitten,  Chairman  Anderson, 
and  others,  pay  special  attention  to  Mr.  Wallace's  testimony.  I  have  examined  his 
written  testimony  and  know  that  he  will  raise  a  number  of  concerns  that  I  share 
with  the  consortium. 

In  particular,  I  share  their  concern  over  amendment  9  to  the  surf  clam  and  ocean 
quahog  plan  which  would  place  control  of  the  ocean  quahog  fishery  located  in  Fed- 
eral waters  off  the  State  of  Maine  under  the  control  of  that  State.  I  am  pleased  that 
the  Mid-Atlantic  Council  rejected  that  proposal  because  I  believe  it  is  not  only  un- 
fair, but  that  it  could  undermine  the  whole  ITQ  system  by  creating  an  exception 
to  the  rules  of  the  trade  as  established  in  amendment  8  and  the  Magnuson  Act  in 
general. 

Mr.  Wallace  will  also  raise  serious  questions  about  the  penalty  system  that  was 
recently  revised  by  NOAA  to  include  allocation  sanctions.  While  I  support  strong 
penalties  for  violators  as  a  deterrent,  I  share  the  industry's  concern  that  allocation 
sanctions  as  they  are  currently  included  in  the  penalty  schedule  could  have  a  dire 
effect  on  the  smaller  processors  who  contract  with  independent  fishermen  to  harvest 
their  allocations.  I  am  also  concerned  that  the  fear  of  these  sanctions  together  with 
other  uncertainties  associated  with  the  value  of  ITQ's  is  causing  banks  to  stop  ex- 
tending credit  for  the  purchase  of  ITQ's. 

I  have  a  number  of  questions  along  these  lines  to  pose  to  Administrator  Schmitten 
which  I  will  reserve  for  later.  At  this  time,  though,  I  would  like  to  thank  the  Chair- 
man again  and  yield  back  the  floor. 

Mr.  Manton.  The  Chair  recognizes  Mr.  Kingston.  You  waive  an 
opening  statement?  The  Chair  will  now  recognize  Mrs.  Unsoeld. 


STATEMENT  OF  HON.  JOLENE  UNSOELD,  A  U.S. 
REPRESENTATIVE  FROM  WASHINGTON 

Mrs.  Unsoeld.  Thank  you,  Mr.  Chairman.  I  just  want  to  thank 
you  for  doing  this.  This  is  an  issue  that  merits  our  attention,  and 
it  is  not  going  to  be  easy.  I  also  want  to  welcome  Mr.  Schmitten 
with  whom  I  have  had  a  "little"  past  experience,  and  I  really  do 
welcome  him  to  appear  in  this  capacity  before  the  Committee.  I 
would  like  to  yield  the  rest  of  my  time  to  all  of  the  witnesses  that 
you  have  assembled  because  there  is  much  we  should  learn  from 
them. 

Mr.  Manton.  Thank  you.  The  Chair  would  like  to  point  out  that 
Ms.  Furse  is  here  and  will  be  given  time  to  speak  even  though  she 
is  not  a  member  of  this  Subcommittee,  and  we  will  get  to  her  in 
due  time.  Mr.  Hamburg  from  California. 

STATEMENT  OF  HON.  DAN  HAMBURG,  A  U.S.  REPRESENTATIVE 

FROM  CALIFORNIA 

Mr.  Hamburg.  Thank  you,  Mr.  Chairman.  I  have  a  short  opening 
statement  that  I  would  like  to  submit  for  the  record.  But  I  want 
to  also  thank  you  for  holding  this  hearing  and  say  that  in  the  salm- 
on fishery  on  the  north  coast  of  California  the  major  concern  is  how 
ITQs  would  be  used.  And  I  have  a  lot  of  small  family-owned  fish- 
eries. There  is  a  lot  of  concern  that  if  ITQs  are  managed  through 
the  management  councils  that  perhaps  it  will  be  the  larger  fishing 
concerns  that  benefit,  and  the  small  family-owned  operations  like 
the  ones  that  are  in  my  district  and  I  represent  may  end  up  on  the 
losing  end. 

So  the  really  important  thing  here  is  how  an  ITQ  system  is  im- 
plemented. It  seems  to  me  that  there  needs  to  be  some  kind  of  na- 
tional strategy  that  is  determined  and  that  we  not  merely  leave 
local  management  councils  adrift  on  this  issue.  And  I  think  this 
could  be  a  creative  solution  and  creative  tool,  but  I  think  it  depends 
on  how  we  shape  it  in  this  Magnuson  Act  reauthorization.  Thank 
you,  Mr.  Chairman. 

[Statement  of  Mr.  Hamburg  follows:] 

Statement  of  Hon.  Dan  Hamburg,  a  U.S.  Representative  from  California 

Good  afternoon,  Mr.  Chairman  and  colleagues: 

Thank  you  for  convening  this  hearing  to  address  the  issue  of  Individual  Transfer- 
able Quotas. 

I'm  a  firm  believer  that  before  you  set  foot  on  any  path,  you  have  to  know  what 
you  want  and  where  you  are  going.  I  question  whether  there  has  yet  been  any  clear 
definition  of  what  we  hope  to  achieve  in  our  fisheries  with  ITQs;  whether  there  has 
yet  been  sufficient  evaluation  as  to  how  ITQ  programs  will  be  devised  and  imple- 
mented. 

Much  of  the  fishing  industry  in  the  first  district  of  California  is  composed  of  small 
family-run  businesses.  They  fear  the  danger  of  domination  by  large  corporations 
through  ITQs;  they  fear  losing  their  businesses  and  their  independence.  They  are 
concerned  that  if  the  Fishery  Management  Council  process  is  used  to  define  and 
structure  an  ITQ  system  there  will  not  be  sufficient  consideration  for  the  needs  of 
the  entire  fishing  community;  that  those  interests  which  dominate  the  Councils  will 
prevail. 

As  we  consider  broadening  the  use  of  ITQs  in  our  fisheries,  we  must  avoid  any 
inclination  to  proceed  haphazardly.  We  must  clearly  examine,  for  example,  whether 
we  should  devise  a  mechanism  for  management  of  ITQs  which  would  address  the 
need  for  consistent  guidance  at  the  national  level,  while  providing  a  fair  and  equi- 
table process  at  the  local  level. 


As  we  strive  to  identify  creative  solutions  to  manage  our  troubled  fisheries,  ITQs 
can  be  one  tool  among  many,  but  we  must  be  very  careful  to  look  before  we  step. 

Mr.  Manton.  The  Chair  recognizes  Ms.  Cantwell  from  Washing- 
ton State. 

STATEMENT  OF  HON.  MARIA  CANTWELL,  A  U.S. 
REPRESENTATIVE  FROM  WASHINGTON 

Ms.  Cantwell.  Thank  you,  Mr.  Chairman.  I  want  to  commend 
you  for  continuing  to  hold  these  hearings  on  the  Magnuson  Act. 
Mr.  Chairman  and  members  of  the  Committee,  I  can't  overempha- 
size the  importance  of  the  Magnuson  Act  to  my  district  in  the  State 
of  Washington.  Of  late,  the  most  dramatic  impacts  have  been  bank- 
ruptcies which  for  the  Northwest-based  fleet  have  been  all  too  com- 
mon an  occurrence.  In  the  second  half  of  1993  alone,  four  factory 
trawler  vessels  filed  for  bankruptcy,  and  more  vessels  will  follow 
suit  this  year. 

We  have  seen  continued  reductions  in  crew  sizes  and  actual  fish- 
ing jobs  as  companies  deal  with  shortened  seasons  and  limited  ac- 
cess. The  direct  impact  of  government  policies  is  felt  immediately 
by  the  industry  while  indirect  repercussions  extend  well  beyond  the 
fishing  industry,  to  a  range  of  secondary  businesses  which  will  be 
dramatically  affected  if  this  current  trend  continues. 

A  significant  sector  of  the  Northwest  economy  depends  on  a 
healthy  fishing  industry.  I  will  listen  in  earnest  today  to  the  de- 
bates on  whether  the  ITQ  management  concepts  will  enable  us  to 
solve  some  of  these  problems  or  actually  cause  unexpected  con- 
sequences that  may  provide  more  difficulties. 

It  is  very  critical  that  we  act  this  year  on  the  reauthorization  of 
the  Magnuson  Act  and  resolve  some  of  these  issues.  If  we  continue 
to  delay  for  another  year  the  reauthorization  of  the  Act,  we  will  be 
dealing  with  an  even  smaller  factory  trawler  industry  in  the  Puget 
Sound  area. 

Mr.  Chairman,  as  the  Committee  moves  toward  developing  a 
comprehensive  bill,  I  look  forward  to  working  closely  with  you  and 
other  committee  members  to  bring  a  strong  bill  to  the  floor  of  the 
House  as  soon  as  possible. 

Mr.  Manton.  Rotating  to  the  other  side  of  the  aisle,  Mr. 
Torkildsen  from  the  State  of  Massachusetts. 

STATEMENT  OF  HON.  PETER  TORKILDSEN,  A  U.S. 
REPRESENTATIVE  FROM  MASSACHUSETTS 

Mr.  Torkildsen.  Thank  you,  Mr.  Chairman.  I  too  want  to  add 
my  support  for  reauthorizing  Magnuson,  obviously  with  some  need- 
ed changes.  And  for  brevity,  I  would  just  like  to  submit  a  statement 
into  the  record. 

[Statement  of  Mr.  Torkildsen  follows:] 

Statement  of  Hon.  Peter  G.  Torkildsen,  a  U.S.  Representative  from 

Massachusetts 

As  the  Member  of  Congress  from  the  district  which  includes  the  largest  port  (in 
tonnage)  on  the  eastern  seaboard,  I  wish  to  express  my  strong  support  for  reauthor- 
ization of  the  Magnuson  Act.  Since  1976,  the  Magnuson  Act  has  provided  for  the 
protection  of  fisheries  resources  both  for  the  benefit  of  the  environment  and  for  the 
fishermen  whose  hvelihood  depends  on  replenishing  fish  stocks. 
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We  do  have  the  opportunity  to  improve  the  Magnuson  Act  by  requiring  the  use 
of  information  from  fishermen  themselves  and  the  best  scientific  data  available  if 
a  fishery  is  under  consideration  for  closure  or  restriction. 

We  must  also  ensure  more  open  and  timely  communication  between  the  regional 
councils  and  fishermen.  These  and  other  changes  must  be  made  to  allow  the  Magnu- 
son Act  to  continue  to  function  as  it  was  intended. 

By  improving  the  Magnuson  Act,  we  can  see  that  depleted  fish  stocks  are  replen- 
ished, and  that  fishing  families  can  continue  to  make  a  living  from  fishing  as  they 
have  for  centuries. 

Mr.  Manton.  Thank  you.  And  the  Chair  recognizes  Ms.  Furse 
from  the  State  of  Oregon. 

STATEMENT  OF  HON.  ELIZABETH  FURSE,  A  U.S. 
REPRESENTATIVE  FROM  OREGON 

Ms.  FURSE.  Thank  you  so  much,  Mr.  Chairman,  for  allowing  me 
to  testify.  I  do  have  a  longer  statement  I  would  like  to  submit  for 
the  record  but  a  couple  of  things  I  would  like  to  say. 

First  of  all,  as  you  know,  ocean  fisheries  are  the  lifeblood  of  my 
community,  the  First  District  of  Oregon,  and  this  is,  therefore,  a 
very  timely  hearing,  Mr.  Chairman.  I  do  want  to  commend  you  for 
focusing  attention  on  this  important  issue. 

We  need  to  be  both  thorough  and  critical  in  our  examination  of 
ITQs  to  ensure  that  we  do  not  inadvertently  create  as  many  new 
problems  as  we  intend  to  solve.  In  particular,  I  believe  we  need  to 
ensure  that  through  ITQs  we  do  not  concentrate  the  right  to  fish 
in  the  hands  of  a  wealthy  elite.  It  is  especially  important  that  we 
do  not  write  coastal  communities  and  small  local  resource  harvest- 
ers out  of  the  economic  picture.  As  the  Northwest  communities 
struggle  to  make  the  transition  away  from  being  timber-dependent 
communities,  it  is  very  important  we  take  advantage  of  other  op- 
portunities for  economic  diversification  and  job  creation. 

In  closing,  Mr.  Chairman,  I  would  hke  to  bring  my  colleagues'  at- 
tention to  an  additional  piece  of  written  testimony  that  has  been 
added  to  your  folders.  It  is  from  a  constituent  of  mine,  a  Mr.  Frank 
Dulcich.  He  has  submitted  this  on  behalf  of  the  Pacific  Processors 
Association.  This  Association  represents  all  the  major  seafood  proc- 
essors in  Washington,  Oregon,  and  northern  California  including 
some  40  processing  plants  that  employ  nearly  10,000  Northwest 
workers.  He  was  not  able  to  submit  that  today  in  person,  but  I 
would  like  to  ask  that  you  take  a  good  look  at  his  short  statement. 

Mr.  Manton.  Without  objection,  we  will  make  it  part  of  the 
record. 

[Statement  of  Mr.  Dulcich  can  be  found  at  the  end  of  the  hear- 
ing.] 

Ms.  FURSE.  Thank  you,  Mr.  Chairman. 

Mr.  Manton.  Now,  our  first  witness  is  Mr.  Holland  or  Rollie 
Schmitten,  Assistant  Administrator  for  Fisheries.  I  would  like  to 
say  that  Mr.  Schmitten  has  also  visited  the  New  York  area  and 
met  with  many  of  the  participants  in  the  industry  and  the  rec- 
reational fishing  community.  And,  we  even  had  a  nice  dinner  one 
night  in  an  Italian  restaurant  in  my  district,  and  we  talked  a  lot 
of  business,  and  some  folks  drank  a  lot  of  wine,  but  everybody  was 
clear-headed.  I  want  to  thank  you,  Rollie,  for  agreeing  to  attend  to- 
day's hearing.  I  look  forward  to  your  testimony. 


However,  before  we  begin,  I  would  like  to  make  a  brief  comment 
about  a  fisheries  matter  which  is  not  before  the  Subcommittee 
today.  Apparently,  the  French  Government  has  succumbed  to  the 
violent  and  illegal  demonstrations  of  a  group  of  its  fishermen  pro- 
testing foreign  imports.  The  most  recent  information  I  have  seen 
indicates  the  French  are  holding  all  fish  imports  at  their  port  of 
entry  and  threatening  to  impose  a  total  embargo  on  foreign  fish 
and  fish  products,  thus  threatening  a  huge  economic  loss  for  U.S. 
interests  and  other  exporters. 

I  believe  this  decision  is  unfair  and  unjustified,  and  I  call  upon 
the  French  Government  to  reconsider  this  ill-advised  action.  I  am 
also  calling  upon  the  Administration,  specifically,  the  U.S.  Trade 
Office,  to  begin  work  immediately  to  resolve  this  crisis.  I  know  we 
can  count  on  you,  Rollie,  and  NMFS  to  work  with  us  in  protecting 
U.S.  fishery  interests.  With  that  said,  we  will  begin  today's  hear- 
ing. 

STATEMENT  OF  HOLLAND  A.  SCHMITTEN,  ASSISTANT  ADMIN- 
ISTRATOR FOR  FISHERIES,  NATIONAL  MARINE  FISHERIES 
SERVICE,  NOAA 

Mr.  SCHMITTEN.  Thank  you  very  much,  Mr.  Chairman.  I  cer- 
tainly hope  I  can  live  up  to  all  the  expectations  that  you  have  be- 
stowed upon  me.  I  have  visited  19  States  in  the  last  90  days.  My 
attempt  is  to  visit  with  your  fishermen,  learn  their  needs,  and 
come  back  and  then  meet  with  you  to  discuss  those  needs.  It  is  a 
complete  reversal  from  where  the  agency  has  been  in  the  past. 

Mr.  Chairman  and  members  of  the  Subcommittee,  as  the  record 
shows,  my  name  is  Rollie  Schmitten.  I  am  the  Assistant  Adminis- 
trator for  Fisheries  for  the  National  Marine  Fisheries  Service.  We 
are  a  part  of  the  National  Oceanic  and  Atmospheric  Administration 
(NOAA).  It  is  indeed  a  privilege  and  pleasure  to  testify  before  this 
Subcommittee,  and  I  would  note  that  it  is  my  first  opportunity  to 
be  before  you  as  the  Director  of  the  National  Marine  Fisheries 
Service. 

I  appreciate  the  opportunity  to  present  the  agency's  views  on  a 
very  important  topic.  Individual  Transferable  Quotas,  ITQs.  I  have 
submitted  a  very  lengthy  written  set  of  comments  but  will  summa- 
rize the  major  points  in  my  testimony  this  afternoon  in  the  brevity 
of  time. 

First,  I  want  to  emphasize  that  I  view  ITQs  as  one  of  several 
available  tools  for  use  in  the  management  and  conservation  of  our 
national  fisheries.  Should  the  affected  fishing  communities  seek  to 
explore  ITQs,  the  regional  councils  are  the  appropriate  bodies  and 
not  the  Federal  Government  to  determine  whether  an  ITQ  program 
is  appropriate  for  a  specific  fishery.  Should  the  council  determine 
that  an  ITQ-type  program  is  desirable,  government  does  have  an 
obligation,  and  it  should  lend  its  full  support  and  its  technical  ex- 
pertise to  ensure  that  any  such  program  would  conserve  the  na- 
tion's fisheries,  address  the  needs  of  the  fishing  industry,  and  meet 
the  fair  and  equitable  standards  as  well  as  producing  benefits  for 
the  nation. 

ITQ  management  certainly  has  many  positive  features,  and  we 
should  support  their  use  for  certain  fisheries,  but  they  should  not 
be  viewed  as  a  one-size-fits-all  tool.  Our  position  is  that  limited  ac- 
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cess  and  ITQ  programs  should  work  from  the  bottom  up  and  not 
from  government  down.  The  cost  of  implementing,  administrating, 
monitoring  and  enforcing  ITQ  programs  is  significant.  You  know, 
such  costs,  potentially  several  miUion  dollars  a  year,  cannot,  and 
I  would  add  should  not,  be  absorbed  by  the  Federal  Government  or 
the  public  that  we  serve.  To  this  end,  the  agency  is  reviewing  pro- 
posals which  would  consider  the  recovery  of  these  costs  from  the 
groups  that  receive  the  benefits  from  specific  ITQ  programs. 

Simply  put,  ITQs  are  a  management  concept  wherein  fishermen 
are  assigned  negotiable  shares,  and  these  are  not  vested  rights,  of 
the  total  allowable  catch  of  specific  fish  stocks.  ITQs  can  be  traded 
in  free  and  competitive  markets.  ITQs  are  not  new.  Other  countries 
of  the  world,  notably  Canada,  New  Zealand,  Iceland,  currently  em- 
ploy them,  and  new  programs  are  being  implemented  at  an  increas- 
ing rate.  However,  the  adoption  of  an  ITQ  program  represents  a 
dramatic  and  fundamental  change  in  U.S.  fisheries  management. 
As  pointed  out  earlier,  our  first  ITQ  program  was  introduced  in 
1991  with  the  adoption  of  the  surf  clam  and  quahog  ITQ. 

Development  and  implementation  of  limited  access  programs  or 
ITQs  pose  significant  challenges  to  the  councils  as  well  as  to  the 
National  Marine  Fisheries  Service.  Our  immediate  challenge  is  to 
assist  the  councils  in  designing  fair  and  equitable  systems  that  are 
understood  by  all  interested  parties. 

There  are  a  number  of  reasons  fishermen  and  the  councils  might 
consider  an  ITQ  system.  On  the  face  of  it,  an  ITQ  program  would 
allow  fishermen  to  use  the  most  efficient,  effective  method  and 
times  to  harvest  their  share  of  allowable  catch  and  thereby  reduc- 
ing the  race  for  fish.  Other  benefits  can  include  increased  safety, 
reduced  gear  loss,  increased  value,  higher-quality  products,  im- 
proved availability  in  the  marketplace,  and  reduced  bycatch. 

The  economic  benefits  of  using  ITQs  to  allocate  fishing  privileges 
include  certainly  the  facilitation  of  entry  and  exit  from  fisheries, 
fostering  economic  efficiencies,  creating  economic  wealth,  as  well  as 
potential  future  reduction  in  the  cost  of  management  of  fisheries. 
To  some  degree,  the  council  and  NMFS  management  burdens 
would  be  or  could  be  offset  or  reduced.  We  anticipate  significant  re- 
ductions in  the  micromanagement  that  we  currently  see  in  our  fish- 
eries throughout  the  West  Coast  and  East  Coast  compared  to  the 
levels  required  under  the  current  management  programs. 

One  important  issue  is  whether  ITQs  grant  actual  property 
rights  to  participants.  In  general,  ITQs  can  be  viewed  as  transfer- 
ring harvesting  privileges  to  a  public  resource  rather  than  actual 
property  rights.  Both  the  councils  and  the  regulations  reflect  this. 
These  harvesting  rights  can  be  withdrawn  depending  upon  the  de- 
sign of  the  ITQ  program.  For  example,  an  ITQ  program  could  be 
sunsetted  just  as  much  legislation  is  sunsetted  after  a  specific  pe- 
riod of  time.  Mr.  Chairman,  if  you  would  like,  I  would  summarize. 
Mr.  Manton.  Go  right  ahead. 

Mr.  SCHMITTEN.  There  are  also  several  factors  that  must  be  rec- 
ognized and  resolved  before  implementing  ITQ  programs.  These  are 
the  downsides.  Those  include  certainly  setting  the  initial  alloca- 
tions, the  start-up  cost,  as  well  as  the  need  for  redirected  or  in- 
creased enforcement.  The  main  challenge  to  the  National  Marine 
Fisheries  Service,  to  our  scientists,  will  be  to  expand  the  agency's 
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research  and  stock-assessment  capability  so  we  can  increase  the 
predictive  quahty  or  the  precision,  of  our  stock  assessments.  Fish- 
ermen want  to  know  that  the  data  are  accurate. 

The  human  or  social  element  of  fisheries  management  is  of  par- 
ticular concern  in  developing  and  implementing  any  ITQ  program, 
and  these  elements  include  the  recognition  of  historic  and  present 
participation  in  the  fisheries,  dependence  upon  the  fisheries,  active 
participation  by  fishermen  in  the  designation  of  programs,  the 
issue  of  fairness,  the  equity  of  shared  allocation,  and  the  ability  to 
participate  in  the  fisheries  in  the  future. 

In  addition,  we  shouldn't  ignore  the  potential  effects  of  ITQs  on 
very  small  communities  such  as  in  Alaska,  some  of  the  commu- 
nities on  the  East  Coast,  and,  in  particular,  the  Northeast.  In  such 
cases,  the  councils  could  allow  these  communities  to  participate 
through  allocations  of  community  development  quotas  or  CDQs. 
Each  year,  a  certain  percentage  of  the  total  quota  of  a  fishery  could 
be  set  aside  as  a  CDQ  which,  in  turn,  would  be  divided  among  eli- 
gible communities.  The  example  currently  before  us  is  in  the  Alas- 
ka groundfish  fisheries. 

Last,  your  letter  of  invitation  asked  that  I  address  the  needs  for 
legislative  change.  Although  the  subject  is  currently  under  consid- 
eration by  a  joint  congressional,  industry  and  government  working 
group,  I  would  highlight  the  need  for  legislative  change  which 
would  provide  the  agency  with  the  authority  to  assess  fees  to  sup- 
port the  management,  and  the  means  to  effectively  implement,  ad- 
minister, and  enforce  these  programs.  Such  fees  could  support  nec- 
essary programs  such  as  increased  monitoring  systems  for  tracking 
ownership,  and,  as  I  said,  improved  enforcement. 

In  conclusion,  ITQ  programs  can  be  very  useful  tools  to  conserve 
and  to  manage  a  nation's  fisheries  resources  although  they  are  not 
a  panacea.  They  do  not  represent  one  approach  that  can  address 
many  of  the  problems  that  have  developed  under  the  traditional 
open-access  management  program.  As  someone  mentioned,  not 
every  fishery  is  the  same,  nor  should  the  same  management  pro- 
gram be  applied  to  every  fishery.  As  I  noted,  there  are  significant 
costs  involved  in  developing,  implementing,  and  maintaining  these 
programs. 

In  fisheries  with  well-designed  ITQ  programs,  I  believe  that  over 
time  the  benefits  certainly  outweigh  the  costs.  Nevertheless,  it  is 
not  our  intent  as  an  agency  to  force  such  systems  on  anyone.  As 
I  pointed  out  earlier,  if  the  affected  fishing  industry  does  not  desire 
and  will  not  support  such  a  system,  the  system  very  likely  would 
fail.  I  think  it  is  important  that  I  clarify  that  as  an  agency  position. 
On  the  other  hand,  it  is  my  hope  that  through  better  understand- 
ing and  example,  the  benefits  derived  through  an  ITQ  system  as 
applied  to  fisheries  "where  the  shoe  fits"  will  lead  to  increased  in- 
dustry support. 

Mr.  Chairman,  I  thank  you  very  much  for  the  opportunity.  That 
concludes  my  testimony  or  my  summary,  and  I  would  be  very 
pleased  to  attempt  any  questions. 

[Statement  of  Mr.  Schmitten  can  be  found  at  the  end  of  the  hear- 
ing.] 


12 

Mr.  Manton.  Thank  you,  Mr.  Schmitten.  I  have  a  few  questions, 
and  then  we  will  open  it  up  to  the  other  members  of  the  panel.  Did 
you  say  the  certificates  of  quota  would  not  be  vested? 

Mr.  Schmitten.  Yes.  Mr.  Chairman. 

Mr.  Manton.  Explain  that  a  little  bit. 

Mr.  Schmitten  [continuing].  ITQs  are  a  harvesting  privilege.  It 
is  not  a  vested  right.  And  this  is  an  important  distinction,  and  each 
one  of  the  council  plans  has  noted  this  as  well  as  the  regulations. 
They  are  not  held  in  perpetuity.  I  think  it  is  paramount  that  the 
resource  remains  in  the  public  domain. 

Mr.  Manton.  And  is  there  any  time  limit?  You  talked  about 
sunsetting.  Assuming  I  were  issued  a  certificate  that  would  permit 
me  to  take  a  certain  quota  of  the  harvest  today,  how  long  do  I  have 
that  privilege?  Is  it  limited?  Is  it  assignable? 

Mr.  Schmitten.  Mr.  Chairman,  it  varies  plan  by  plan.  Currently, 
the  two  plans  on  the  East  Coast  are  not  limited,  and,  yes,  they  are 
assignable.  They  can  be  exchanged,  leased,  or  bartered. 

Mr.  Manton.  Can  you  hypothecate  or  pledge  your  certificate  in 
order  to  get  financing?  Is  it  that  kind  of  an  asset?  Can  I  go  to  the 
bank  to  take  out  a  loan  to  buy  a  new  boat  and,  when  they  want 
to  know  what  my  collateral  is,  say  I  have  a  certificate  that  entitles 
me  to  a  certain  fisheries  quota?  Does  it  have  value? 

Mr.  Schmitten.  Mr.  Chairman,  on  that  issue,  over  time  I  am  un- 
sure of  their  use.  Let  me  get  a  legal  answer  on  that  and  provide 
that  to  the  Committee.  I  have  been  told  that  they  are,  but  let  us 
get  a  proper  answer  for  the  Committee.  Practice  has  shown  that, 
although  many  lending  institutions  apparently  will  not  lend  the 
value  of  the  ITQs  with  the  ITQs  as  sole  collateral,  some  lending  in- 
stitutions will  make  loans  with  ITQs  being  part  of  the  total  collat- 
eral package. 

Mr.  Manton.  OK,  I  am  probably  thinking  too  much  like  a  lawyer 
today.  How  about  concentration?  You  know,  when  I  was  on  the 
Banking  Committee,  we  often  talked  about  concentration — what  is 
too  much  concentration  in  the  hands  of  one  institution.  Should  we 
deal  with  that  issue  under  an  ITQ  system  or  leave  that  to  the 
councils? 

Mr.  Schmitten.  Mr.  Chairman,  this  is  a  major  concern  for  the 
fishing  communities  that  have  thought  about  or  looked  at  ITQs, 
and  especially  those  where  they  have  small  fisheries  such  as  Mr. 
Hamburg  has  indicated.  Will  this  lead  to  corporate  fishing?  The 
two  fisheries  on  the  East  Coast  have  been  reduced  by  about  half, 
but  certainly  ITQs  are  designed  to  reduce  overcapitalization  and 
bring  down  the  fisheries  but  how  much  is  a  concern.  The  Alaska 
approach  was  to  address  that  forthright,  and  they  indicated  that  no 
more  than  1  percent  of  sablefish  and  the  sablefish  and  halibut  fish- 
ery could  be  owned  by  one  person.  And  so  it  would  depend  on  coun- 
cil by  council,  but  I  do  believe  that  needs  to  be  addressed — to  ad- 
dress the  concern  of  the  mom-and-dad,  small  fisher. 

Mr.  Manton.  Now,  assuming  that  we  think  ITQs  are  a  good  idea 
or  a  good  management  tool,  should  we  establish  by  way  of  legisla- 
tion the  four  corners  of  what  the  authority  would  be  for  the  council, 
or  should  we  just  leave  it  carte  blanche  to  each  council  to  deter- 
mine what  the  limits  are  or  what  the  details  are  for  each  particular 
fishery? 
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Mr.  SCHMITTEN.  I  will  have  to  give  you  a  personal  philosophy, 
and  I  happen  to  believe  that  throughout  the  regions  they  know  the 
intimate  details,  the  needs  of  their  fishers,  and  I  have  trust  in  the 
regional  councils.  I  do  think  that  there  is  an  obligation  of  govern- 
ment to  make  sure  on  the  issues  of  the  national  standards,  the  fair- 
ness and  equity,  that  we  play  a  role,  we  provide  guidance. 

And  on  the  issue  of  social  and  economic  data,  we  make  sure  that 
accurate  assessments  are  provided  to  the  councils  so  when  they 
face  a  most  difficult  question,  such  as  the  issue  of  allocation,  deci- 
sions are  made  with  the  best  available  information.  I  would  prefer 
to  leave  it  to  the  councils  with  the  oversight  as  we  have  it  now,  un- 
less we  find  that  the  system  is  broken. 

Mr.  Manton.  The  NOAA  strategic  plan  of  July  15,  1993,  dis- 
cusses ITQs  extensively,  and  some  feel  that  NMFS  promotes  ITQs 
above  all  other  management  alternatives.  Can  you  comment  on 
that? 

Mr.  SCHMITTEN.  Mr.  Chairman,  I  think  rather  than  a  change, 
what  I  have  provided  is  certainly  a  clarification.  In  my  visits  up 
and  down  the  Eastern  Seaboard  and  in  the  Gulf,  there  have  been 
14  States.  It  is  clear  that  the  fishing  community  believes  that  lim- 
ited access  and  ITQs  are  being  imposed  by  my  agency.  It  is  my 
opinion  that  this  view  and  the  fear  of  government  are  undercutting 
the  possible  use  or  further  consideration  of  ITQs.  It  is  imperative 
that  we  provide  the  opportunity,  but  the  proposal  must  come  from 
the  fishing  community.  If  it  senses  the  government  wants  to  im- 
pose this,  it  simply  is  going  to  be  a  gridlock,  and  that  is  where  we 
are  with  many  of  the  communities. 

Mr.  Manton.  Now,  my  last  question,  does  NMFS  currently  have 
adequate  funds  to  support  ITQ  programs? 

Mr.  SCHMITTEN.  This  is  where  I  have  grave  concern.  Yes,  we 
have  adequate  funds  for  1994  for  the  two  small  ITQ  systems  that 
we  have  on  the  East  Coast,  and  for  the  start-up  costs,  we  have  $1.2 
million  in  our  base  for  the  Alaska  system,  which  is  not  to  come  on 
line  until  March  of  1995.  The  Alaska  system,  as  was  indicated  ear- 
Her,  is  expected  to  exceed  $3  million  annually.  It  is  our  view,  and 
we  will  propose  legislative  changes,  that  those  that  benefit  from 
the  national  resource  should  pay  for  that  privilege,  that  we  need 
to  assess  that  amount  from  the  industry,  and  we  need  to  use  those 
revenues  for  administrative  and  enforcement  costs. 

Mr.  Manton.  You  wouldn't  use  it  as  a  revenue  measure?  Just  to 
support  the  enforcement  cost? 

Mr.  SCHMITTEN.  For  the  proposal  here,  yes.  We  have  other  pro- 
posals that  we  will  discuss  before  the  Committee.  But  for  the  ITQ, 
it  would  be  just  for  the  cost. 

Mr.  Manton.  Thank  you,  Mr.  Schmitten.  That  concludes  my 
round,  and  I  will  recognize  the  ranking  member,  Mr.  Young,  for 
questions. 

Mr.  Young.  Thank  you,  Mr.  Chairman,  and,  RoUie,  I  appreciate 
your  testimony.  The  one  thing  that  concerns  me  is,  as  the  Chair- 
man brought  up,  the  control  of  the  fisheries.  You  know,  Alaska 
passed  that  only  1  percent  can  be  owned  by  any  individual,  but 
that  really  means  100  people  could  own  the  whole  thing.  And  that 
is  one  of  our  big  fears  as  far  as  communities  go  and  those  that  have 
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been  involved  in  the  fisheries,  and  I  am  hoping  that  we  can  ad- 
dress that  so  it  doesn't  happen. 

But  one  of  the  later  witnesses  makes  reference  to  NOAA's  legal 
decision  that  has  nothing  to  do  with  ITQs,  but  I  want  to  get  this 
on  the  record  too,  the  decision  that  quota  shares  cannot  be  given 
to  processors  because  processors  are  not  part  of  the  fishery.  How- 
ever, this  Committee  has  amended  the  Act  to  include  regulations 
on  processors,  and  at  least  one  Federal  Court  case  has  upheld  the 
Act's  ability  to  regulate  the  sale  on  shore  on  legally  caught  fish. 
How  do  you  explain  the  recent  legal  decision  that  NOAA  came  out 
and  says  it  can't  do  that? 

Mr.  SCHMITTEN.  Let  me  explain  the  portions  I  can,  and  the  last 
legal  point,  I  will  ask  for  legal  assistance  to  get  the  answer  for  you. 
First  of  all,  I  think  the  North  Pacific  Council  should  be  commended 
for  looking  at  the  needs  of  the  small  communities  and  CDQs  and 
being  futuristic  about  the  control  of  the  fisheries.  Maybe  the  1  per- 
cent is  off,  but  at  least  they  were  thinking  and  worrying  about  that 
issue. 

I  know  also  that  there  is  an  examination  of  the  question  whether 
an  ITQ  system  could  be  used  in  the  processing  segment — a  sepa- 
rate ITQ,  and  that  is  being  addressed.  If  processors  own  vessels, 
they  may  be  eligible  to  receive  harvesting  ITQs  like  any  other 
qualifying  vessel  owner.  If  they  do  not  own  a  vessel,  they  may  (de- 
pending on  the  conditions  established  for  ownership)  eventually  be 
able  to  purchase  harvesting  ITQs,  just  like  any  other  eligible  non- 
vessel  owner.  With  respect  to  processing  ITQs,  as  opposed  to  har- 
vesting ITQs,  it  is  NOAA  General  Counsel's  opinion  that  only  at- 
sea  processors,  not  land-based  processors,  are  subject  to  direct  allo- 
cation of  fishing  privileges  under  the  Magnuson  Act. 

Mr.  Young.  What  I  am  going  to  suggest  is  in  the  first  place  I 
have  very  little  confidence  in  administration  or  private  legal  opin- 
ions most  of  the  time,  especially  when  they  go  contrary  to  what 
this  Committee  has  written.  I  do  not  very  easily  accept  the  fact 
that  they  think  they  know  better  than  we  do.  I  think  we  write  the 
law.  They  are  supposed  to  interpret  the  law  as  we  thought  it  did, 
and  if,  in  fact,  that  is  upheld,  we  will  write  it  much  clearer  next 
time  so  we  can  take  care  of  that  problem. 

You  have  already  addressed  it,  but  one  witness  will  testify  that 
the  ITQs  will  save  the  government  money  and  reduce  personnel. 
Yet,  NMFS  has  estimated  the  halibut  that  you  have  already  said 
would  cost  a  minimum  of  $3.5  million  to  implement  the  program, 
in  fact,  is  already  hiring  people  to  do  so  because  without,  you  know, 
observing  the  system,  it  won't  work.  Just  in  your  opinion,  do  ITQs 
cost  the  government  money  and,  if  so,  how  and  where?  And  if  that 
is  the  case,  I  think  you  mentioned  where  do  we  get  the  money  to 
doit? 

Mr.  SCHMITTEN.  Congressman  Young,  in  my  opinion,  in  the 
short-term,  ITQs  do  cost  the  government  more  money.  We  will  go 
through  a  series  of  retraining  our  enforcement  people,  moving  from 
the  traditional,  as  we  know  it,  on  water,  dockside  enforcement  to 
more  of  the  skilled  accounting  types.  I  use  the  analogy  of  the  IRS 
type.  That  will  take  time,  will  take  cost.  So  there  are  short-term 
costs. 
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The  positive  spin  on  this,  though,  is  that  I  think  the  fishermen 
would  welcome  a  move  away  from  the  annual  manipulations,  the 
year-by-year  time,  area,  and  gear  restrictions  that  we  put  them 
through,  and  so  there  is  an  ultimate  balance  in  that.  It  is  our  hope, 
and  we  have  no  information  to  corroborate  this,  but  it  is  our  hope 
that  over  the  long-term  those  costs  go  down,  amortize,  and,  as  in 
my  testimony,  it  will  be  equal  or  better  under  an  ITQ  system. 

Mr.  Young.  Well,  the  last  thing  though,  are  you  going  to  submit 
a  proposal,  or  will  it  be  the  Council  submitting  the  proposal,  or  do 
we  have  to  give  the  council  authority  to  impose  the  fees  to  raise 
this  type  money  because  it  is  going  to  be  awfully  hard 

Mr.  SCHMITTEN.  Yes. 

Mr.  Young  [continuing],  to  get  it  out  of  this  mess  we  have  got 
right  now  in  Congress?  I  can  tell  you  that  right  now. 

Mr.  SCHMITTEN.  We  will  submit  a  proposal  that  allows  the  Coun- 
cil to  recoup  those  costs  and  offset  our  costs. 

Mr.  Young.  But  what  I  am  saying,  if,  in  fact,  the  Council  has 
to  pass  the  ability  to  raise  the  money — I  mean,  because  what  if  the 
Council  doesn't  do  it? 

Mr.  SCHMITTEN.  Our  proposal  will  allow  us  to  accrue  the  fees 
that  offset  the  cost  of  the  administration. 

Mr.  Young.  All  right.  I  know  you  are  from  Washington  State, 
but  the  last  question,  Mr.  Chairman,  I  would  suggest  respectfully 
you  are  invited  respectfully  by  myself  to  come  to  the  great  State 
of  Alaska.  We  are  the  finest  fishing  waters  of  the  world.  We  would 
like  to  retain  our  ownership  and  not  somebody — not  other  border- 
ing State,  but  we  would  at  least  like  to  have  you  come  up  and  talk 
to  our  fishermen  and  find  out  because  this  is  a  very  hotly  contested 
tool  as  you  mentioned.  Council  passed — I  would  say  it  is  probably 
split — I  am  not  sure  exactly  how  it  was  split. 

Now,  I  go  to  one  community,  and  they  hate  the  thing,  and  I  go 
to  another  community,  and  they  sort  of  like  it.  I  go  to  another  com- 
munity, and  they  like  it.  I  would  say  it  is  75/25  against  right  now 
so  it  is  going  to  take  a  good  selling  program,  and  I  would  like  to 
have  you  come  up. 

Mr.  SCHMITTEN.  Mr.  Young,  let  me  guarantee  I  will  do  that.  In 
fact,  I  have  scheduled  that  for  May  and  will  work  through  your 
staff  to  make  sure  we  make  the  right  contacts.  By  the  way,  I  have 
fished  14  straight  years  in  Alaska.  I  love  it.  I  wish  I  could  figure 
out  some  way  to  live  there,  but  from  a  fisherman's  perspective,  it 
is  paradise. 

Mr.  Young.  Mr.  Chairman,  one  suggestion,  Rollie.  In  about  5 
years  from  now,  you  might  consider  coming  up.  I  may  be  out  of  this 
job.  You  never  know. 

Mr.  Manton.  Mr.  Young  will  be  here  forever.  Mrs.  Unsoeld. 

Mrs.  Unsoeld.  Mr.  Chairman,  thank  you.  I  wanted  to  make  one 
comment  first  before  asking  Mr.  Schmitten  a  question.  Because  the 
Act  seems  clear  as  interpreted  by  the  NOAA  counsel:  processors 
can  own  ITQs.  They  just  are  not  eligible  for  initial  allocation  be- 
cause they  are  not  fishermen.  And  if  the  report  language  is  going 
to  be  used  in  the  manner  that  has  just  been  described  as  argument 
by  my  colleague,  I  want  to  say  that  I  want  to  go  on  record  in  this 
Committee  that  I  don't  want  report  language  to  go  out  on  any  bill 
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that  hasn't  been  approved  by  the  Members  because  we  do  not  vote 
on  the  report  language.  We  vote  on  the  legislation. 

Mr.  Young.  Well,  you  will  have  a  chance  to  vote  on  everything, 
madam. 

Mrs.  Unsoeld.  It  is  my  turn  right  now.  Thank  you.  I  want  to  ad- 
dress this  to  Rollie.  In  your  testimony,  you  suggest  that  NOAA  is 
not  responsible  for  implementing  an  ITQ  program,  and  that  is  con- 
sistent with  my  own  view,  that  the  councils  are  responsible  for  ini- 
tiating those  management  plans.  But  now  what  if  a  council  refuses 
to  act?  There  is  a  lot  of  indication  that  we  probably  have  a  majority 
of  the  fishermen  who  support  ITQs  or  some  other  management 
method  that  is  going  to  rationalize  a  fishery  or  address  problems 
such  as  safety.  If  the  council  refuses  to  act,  how  many  more  bank- 
ruptcies is  NOAA  prepared  to  accept  before  the  North  Pacific 
groundfisheries  are  rationalized? 

Mr.  SCHMITTEN.  In  response,  NOAA  can  intervene  on  issues  of 
conservation  representing  the  Secretary,  but  I  have  never  heard  a 
debate  or  even  thought  that  NOAA  could  intervene  to  impose  allo- 
cation. That  would  likely  be  most  difficult.  Where  they  could  inter- 
vene is  if  the  allocation  is  not  fully  scoped.  If  a  council  decides  that 
it  wants  to  go  a  certain  route  on  an  ITQ  or  a  limited  entry  program 
and  we  believe  that  the  scoping  should  be  broader  than  what  is 
under  consideration,  we  could  certainly  intervene  and  let  the  coun- 
cils know  that,  and  we  would  do  that. 

By  the  way,  I  misunderstood  the  question  on  the  processor  too. 
If  they  can  own  ITQs,  and  I  have  been  told  that,  yes,  they  can  if 
they  had  vessels  with  a  permit,  and  in  some  cases  processing 
plants  actually  own  vessels  that  qualify  for  permits. 

Ms.  Unsoeld.  I  agree  with  you,  but  I  do  think  that  a  moral  force 
is  needed  to  take  leadership  on  this,  to  help  get  the  council  to  move 
forward,  and  I  just  don't  think  that  it  is  appropriate,  that  it  is  tol- 
erable to  have  the  issue  constantly  shunted  aside.  And  in  the  long 
run,  it  will  not  be  good  for  the  fisheries  any  more  than  it  will  be 
good  for  the  communities  that  are  involved  from  whatever  State. 
So  I  do  hope  that  you  will  exercise  the  leadership,  of  which  I  know 
you  are  capable,  in  this  regard  so  that  we  do  move  forward.  And 
I  don't  know  whether  you  have  any  comments  on  what  kind  of 
leadership  role  you  feel  comfortable  playing. 

Mr.  SCHMITTEN.  We  will  certainly  be  monitoring  even  in  the  de- 
velopment of  ITQs  because  that  is  when  early  signals  are  nec- 
essary, not  when  the  determination  is  simply  to  turn  them  down 
or  not,  and  so  we  have  started  the  monitoring.  Almost  all  but  one 
council  currently  are  considering  some  form  of  limited  entry.  Many 
councils,  such  as  the  Pacific  Council  in  Mr.  Hamburg's  district, 
have  decided  to  go  limited-entry,  go-slow  approach  before  tackling 
or  looking  at  an  ITQ  which  has  additional  ramifications.  All  but 
one  council  is  looking  at  a  form  of  limited  entry. 

Ms.  Unsoeld.  One  of  the  related  problems  that  ITQs  would  have 
to  address  is  bycatch,  and  it  seems  to  me  that  a  fee  system  is  going 
to  be  necessary  to  help  pay  for  an  adequate  cost  of  observers.  I 
mean,  we  have  potential  of  enormous  cost  in  order  to  do  the  nec- 
essary monitoring,  but  I  would  hope  that  you  will  not  just  be  mon- 
itoring these  issues  but  will  be  nudging  them  along  a  little. 
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Mr.  SCHMITTEN.  You  raise  a  significant  issue  that  potentially  this 
Committee  will  want  to  look  at  and  address.  It  is  more  than  just 
the  Council's  responsibility;  it  is  NOAA's  responsibility.  I  have  set 
aside  money  to  reinvigorate  the  industry,  State,  Federal  approach 
to  look  at  bycatch  because  bycatch  is  getting  ahead  of  our  fishing 
communities.  It  is  being  portrayed  as  waste,  and  if  we  are  not  care- 
ful, it  will  be  used  to  stop  the  fishing  as  we  know  it  now,  and  we 
must  get  ahead  of  that. 

Mrs.  Unsoeld.  And  the  last  thing  I  would  say  is  that  the  fee  sys- 
tem should  not  be  used  as  a  punitive  tool  to  move  some  people  out 
of  the  fishery.  In  my  view,  an  equitable  distribution  of  that  load  I 
think  is  necessary. 

Mr.  SCHMITTEN.  I  agree  with  that. 

Mrs.  Unsoeld.  And  then  let  us  help  on  the  appropriations  cycle 
because  there  is  going  to  be  a  lot  for  you  to  do  in  these  matters. 
Thank  you. 

Mr.  SCHMITTEN.  Thank  you. 

Mrs.  Unsoeld.  Thank  you,  Mr.  Chairman. 

Mr.  Manton.  The  Chair  recognizes  Mr.  Coble  from  North  Caro- 
lina. 

Mr.  Coble.  Thank  you,  Mr.  Chairman.  I  am  sorry  I  was  late.  I 
had  another  meeting.  I  came  in  just  in  time  to  hear  from  my  friend 
from  Alaska  and  his  neighbor  to  the  south.  I  am  sorry  I  didn't  get 
here  earlier  for  that.  I  just  have  one  question,  Mr.  Schmitten.  Does 
a  closed-access  fishery  necessarily  mean  that  overfishing  will  be  re- 
duced? 

Mr.  Schmitten.  No,  it  does  not.  In  fact,  if  the  allocation  or  the 
TAC  is  set  wrong,  and  that  is  a  matter  of  the  councils  and  the  Fed- 
eral Government,  then  you  could  still  have  overfishing.  So  it  is  im- 
perative that  the  conservation  of  the  species  through  the  TAC  is  es- 
tablished with  the  best 

Mr.  Coble.  Sir,  I  am  sorry.  With  all  the  bells,  how  about  starting 
over  if  you  don't  mind? 

Mr.  Schmitten.  We  will  do  it  again.  The  answer  is  that  it  does 
not  guarantee  there  would  not  be  overfishing.  Can  you  hear,  sir? 

Mr.  Coble.  Yes. 

Mr.  Schmitten.  OK.  It  does  not  guarantee  that  there  would  not 
be  overfishing.  It  is  imperative  that  the  TACs,  the  total  allowable 
catch,  be  based  on  the  best  available  scientific  data,  and  if  that  is 
done  by  the  councils,  agreed  to  by  the  Secretary,  there  is  not  much 
likelihood  that  it  would,  but  no  one  can  guarantee  that  it  could  not. 

Mr.  Coble.  Thank  you,  sir.  Thank  you,  Mr.  Chairman. 

Mr.  Manton.  The  Chair  recognizes  Mr.  Lancaster  of  North  Caro- 
lina. 

Mr.  Lancaster.  Thank  you,  Mr.  Schmitten,  and  welcome  to  the 
Committee.  I  regret  that  the  first  appearance  of  the  Secretary  of 
Defense,  Mr.  Perry,  was  in  my  other  Committee  at  the  same  time 
you  began  here,  and  I  wanted  to  hear  his  testimony.  So  I  came 
here  to  ask  you  questions,  and  I  will  go  back  to  him  when  I  have 
had  my  opportunity  to  talk  with  you  here  today. 

It  is  my  understanding  that  ITQs  are  already  in  use  in  certain 
fisheries  and  are  under  consideration  in  a  number  of  councils.  I 
wonder,  first  of  all,  if  you  have  not  already  done  so,  can  sort  of  give 
us  an  update  on  the  status  of  implementation  of  ITQs  in  other  fish- 
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eries  and  comment,  if  you  would,  on  the  need  for  our  addressing 
this  further  in  the  Magnuson  Act,  if  we  already  have  them  in  some 
fisheries  that  are  implementing  them  in  others?  Is  there  a  need  for 
specific  statutory  language  to  either  expedite  or  help  implement 
the  process  that  is  already  in  place  and  continuing  to  grow? 

Mr.  SCHMITTEN.  Congressman  Lancaster,  currently  there  are 
three  ITQ  systems  that  have  been  adopted  and  approved;  one  in 
the  Northeast  for  surf  clams  and  ocean  quahogs,  one  in  the  South- 
east for  wreckfish.  These  are  fairly  small  fisheries,  and  since  1991 
when  they  first  went  in,  they  have  reduced  by  about  half  the  num- 
bers of  vessels  in  those  fisheries.  There  is  a  major  one  that  has  just 
been  approved  in  the  State  of  Alaska  for  sablefish  and  halibut,  and 
this  deals  with  nearly  5,000  vessels.  That  will  officially  come  on 
line  in  March  of  1995.  Of  the  eight  councils  under  Magnuson,  seven 
currently  have  limited  entry  programs  under  consideration  or 
adopted.  Six  have  adopted  limited  entry  or  ITQ  programs. 

The  Magnuson  Act  change  that  we  will  be  proposing  is  the  abil- 
ity to  assess  the  cost  for  implementing  and  enforcing  the  ITQs,  and 
we  believe  that  for  the  privilege  that  the  individual  gets,  they 
should  be  paying  an  economic  rent  to  the  citizens  of  the  Nation  for 
that  privilege. 

Mr.  Lancaster.  How  is  that  cost  being  recovered  now? 

Mr.  SCHMITTEN.  Right  now  it  is  not.  It  is  coming  out  of  the  gen- 
eral Treasury  through  appropriations.  We  have  indicated  that  we 
can  cover  this  year's  cost,  and  I  don't  want  to  say  minimal,  but 
they  are  not  significant  in  the  East  Coast.  The  Alaskan  ITQ  may 
go  up  to  as  much  as  $3  million  a  year. 

Mr.  Lancaster.  Of  course,  the  basis  for  ITQs,  in  my  opinion, 
must  be  the  protection  of  the  resource,  but  it  in  and  of  itself  will 
not  be  adequate  to  do  so.  I  wonder  if  you  could,  if  you  have,  again, 
not  already  answered  this  question,  perhaps  share  with  us  some 
other  conservation  measures  that  may  complement  or  work  hand- 
in-glove  with  the  ITQs  to  maximize  the  protection  of  the  resource? 

Mr.  SCHMITTEN.  Well,  the  standard  measures  that  a  manager 
has  in  his  quiver  is  an  adjustment  of  time — that  would  be  the  sea- 
sons' opening  and  closing;  adjustment  of  areas — what  areas  you  can 
and  can't  fish  in;  and  usually  the  adjustment  of  gear — the  mesh 
size,  the  style  of  the  take  of  the  fish. 

Mr.  Lancaster.  But  would  you  anticipate  that  these  tools  would 
be  used  in  conjunction  with  ITQs? 

Mr.  SCHMITTEN.  Yes,  I  would  say  that  they  could  be,  but  you 
would  not  have  to  do  that.  What  you  are  really  allowing  is  the 
flexibility  of  the  person  that  chooses  an  ITQ  system  to  decide  when 
they  want  to  fish,  to  maximize  the  economic  return  to  that  fisher- 
man, to  give  a  higher  product  quality  to  the  public  at  large.  Those 
are  the  plus  sides  of  ITQs. 

Mr.  Lancaster.  But  if  the  ITQs  are  not  adequate,  and  I  don't 
think  they  always  will  be,  to  fully  protect  the  resource,  are  there 
other  conservation  measures  that  in  your  opinion  will  complement 
or  help  to  guarantee  the  conservation  that  we  need  when  the  ITQs 
are  inadequate? 

Mr.  SCHMITTEN.  If  we  are  not  making  it,  it  is  primarily  an  as- 
sessment that  indicates  we  are  overfishing.  So  one  of  those  meas- 
ures would  be  better  enforcement.  Two,  would  be  better  statistical 
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data  which  fishermen  continue  to  tell  me  that  we  are  still  not  doing 
a  very  good  job  at,  to  make  sure  that  it  is  accurate — how  much  we 
see  that  they  can  take  because  they  are  going  to  take  how  much 
we  allow  them.  And  if  our  assessments  are  wrong  and  we  are 
overfishing,  as  you  have  indicated,  that  would  be  a  mistake. 

Mr.  Lancaster.  Thank  you  very  much. 

Mr.  SCHMITTEN.  Thank  you  very  much. 

Mr.  Manton.  In  sort  of  the  "Studds'  rule,"  for  Committee  proce- 
dure, I  will  recognize  Mr.  Hamburg,  who  has  been  here  from  the 
beginning,  although  I  know  there  are  some  more  senior  members 
of  the  Subcommittee  currently  present  who  have  not  yet  had  an  op- 
portunity to  speak. 

Mr.  Hamburg.  Thank  you,  Mr.  Chairman.  I  will  just  maybe  not 
take  a  full  5  minutes.  I  am  particularly  concerned  about  whether 
ITQs  lead  to  the  domination  of  fisheries  by  larger  industries,  and 
I  wanted  to  ask  you  specifically  about  the  mid-Atlantic  surf  clam 
industry  where  ITQs  have  been  implemented.  And  my  understand- 
ing, and  this  comes  from  people  within  the  California  fisheries  or- 
ganization that  I  often  work  with,  that  when  that  system  was  put 
in  place,  there  were  improper  restrictions  on  the  percentages  that 
could  be  owned  by  individual  industries.  And  so  what  apparently 
happened  was  that  larger  companies  were  able  to  obtain  the  great- 
est share  and  then  sell  back  those  shares  to  fishermen  and  also 
control  how  much  was  paid  for  those  quotas.  So  I  would  like  to 
know  with  respect  to  that  particular  fishery,  is  that  true,  and,  if 
so,  how  could  we  avoid  those  kinds  of  situations  in  the  future? 

Mr.  SCHMITTEN.  I  haven't  heard  all  of  that  being  brought  up  in 
the  past.  Let  me  tell  you  what  I  do  know  about  that  fishery.  It  was 
the  first  ITQ  system  in  the  nation.  It  has  reduced  the  fishery  from, 
I  think,  131  vessels  down  nearly  half  of  that — down  to  63  vessels; 
that  in  one  side  of  the  fishery — remember  it  is  surf  clam  and  qua- 
hog  which  are  both  clams,  but  quahog — currently  about  35  percent 
of  the  ownership  rests  in  a  single  permit  holder's  hands. 

And  so  that  has  raised  the  area  of  concern,  and  we  have  looked 
at  it.  It  has  not  triggered,  in  our  view,  a  monopolistic  situation,  but 
it  certainly  signals  that  what  was  hoped  to  happen  is  a  reduction 
in  fishing  effort,  a  more  viable  fishery  with  fewer  fishermen,  and 
the  ability  to  plan  ahead.  Now,  let  us  make  sure  that  we  can  mon- 
itor and  that  it  does  not  go  to  the  point  of  some  sort  of  consolida- 
tion as  you  indicated. 

Here  are  the  safeguards  that  could  be  implemented.  If  that  oc- 
curs, that  council  could  at  anytime  step  in  and  say,  "We  would  like 
to  indicate  what  the  percentage  that  this  council  would  accept  of 
ownership  in  any  single  permit  holder's  hands."  Alaska  chose  to  do 
that. 

Mr.  Hamburg.  Now,  would  those  be  standards  be  set  by  NMFS, 
or  are  you  talking  about  standards  set  by  individual  councils? 

Mr.  SCHMITTEN.  Yes.  And  they  can  do  that  at  any  time. 

Mr.  Hamburg.  I  was  also  concerned  about  the  CDQs  that  you 
were  talking  about  and  whether  there  was  a  danger  that  local  gov- 
ernments would  lease  these  CDQs  to  the  highest  bidder  and  there- 
by exclude  from  the  fishery  other  entities? 

Mr.  SCHMITTEN.  I  don't  know  the  answer  to  that.  Let  me  find  out 
for  you. 
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[The  following  was  supplied  after  the  hearing:] 

The  North  Pacific  Fishery  Management  Council  intended  that  western  Alaska 
communities  in  the  Bering  Sea  and  Aleutian  Islands  could  receive  an  allocation  spe- 
cifically to  achieve  economic  benefits  for  underdeveloped  coastal  communities.  Such 
recipients  are  expected  to  maximize  such  benefits,  which  could  involve  leasing  a 
harvest  privilege  to  the  owner  of  a  fishing  vessel  who  offers  the  most  benefits. 

The  pollock  community  development  quota  (CDQ)  is  granted  to  six  community  as- 
sociations that  employ  large  vessels  with  fishing/processing  capability  in  a  high-vol- 
ume open-access  fishery.  A  vessel  operator  that  is  not  successful  in  obtaining  a  lease 
to  take  pollock  CDQ  has  the  option  of  operating  in  other  open-access  groundfish 
fisheries. 

The  fixed  gear  Pacific  halibut  and  sableflsh  fisheries  in  the  IFQ  limited  access 
system  use  smaller  vessels.  The  communities  that  receive  halibut  and  sableflsh 
CDQ  allocations  intend  to  develop  fishing  and/or  processing  operations  in  the  local 
area  but  may  need  initially  to  lease  their  CDQ.  However,  any  fisherman  who  is  not 
awarded  a  lease  is  not  excluded  from  fishing  any  IFQ  quota  shares  controlled  by 
that  person,  or  participating  in  the  open  access  groundfish  fisheries. 

Mr.  Hamburg.  I  mean,  could  it  become  a  highest  bidder  situation 
and  thereby,  you  know,  individual  fishermen  who  couldn't  stay  in 
with  the  bidding  war  would  be  aced  out? 

Mr.  SCHMITTEN.  It  is  certainly  not  under  the  philosophy  that  I 
would  have  for  CDQs,  which  is  to  help  small — in  this  case,  it  was 
small — isolated  Alaskan  communities,  to  help  their  fishing  fleet.  To 
simply  take  those  CDQs  and  profit  by  them  and  not  help  those  that 
they  were  directed  to,  philosophically,  I  would  have  trouble  with 
that,  and  I  think  it  is  a  point  that  you  make. 

Mr.  Hamburg.  Well,  philosophically,  I  would  too  so 

Mr.  SCHMITTEN.  And  I  will  respond  further  if  there  are  addi- 
tional answers  to  be  provided. 

Mr.  Hamburg.  OK.  Thank  you.  Thank  you,  Mr.  Chairman. 

Mr.  Manton.  Thank  you.  Mr.  Reed,  we  are  going  to  break,  but 
maybe,  if  you  can  squeeze  in  a  quick  question,  we  can  excuse  Mr. 
Schmitten  before  we  go  vote,  and  then  proceed  to  the  next  panel 
when  we  come  back. 

Mr.  Reed.  I  can  squeeze  in  a  question,  Mr.  Chairman.  Thank  you 
very  much.  This  is  following  I  think  the  theme  that  Mr.  Hamburg 
has  brought  up  and  that  is  the  ITQ  system  seems  to  be  appropriate 
in  terms  of  allocating  resources,  allocational  efficiency — but  have 
you  looked  closely  at  the  distributional  effects,  i.e.,  who  are  the 
winners?  Are  single  operators  with  low  capital  able  to  participate 
in  these  systems,  or  does  it  turn  out  that  the  person  with  the  big- 
gest pockets  who  can  buy  the  ITQs  ahead  of  time  are  the  winners, 
and  the  small  operator,  the  single  fisherperson,  is  the  one  who  ends 
up  on  the  beach? 

Mr.  Schmitten.  Thus  far,  actually,  the  only  two  that  we  have  ex- 
perience in,  in  general,  the  quality  fisher  or  the  highliner  is  a  win- 
ner. He  has  been  able  to  compete  and  do  well.  The  marginal  fisher 
may  choose  to  simply  sell,  which  becomes  an  asset,  his  share.  I 
cannot  say  that  it  is  a  corporate  structure,  and  the  winners  are  the 
people  with  the  most  money  at  this  point.  And  we  have — you  know, 
two  small  fisheries  to  judge  this  by  and  less  than  150  boats. 

Mr.  Reed.  Just  a  quick  point.  One  is,  would  you  pay  attention 
to  that  to  see  if  there  is  any  systematic  bias  toward  one  group  or 
the  other,  and  I  guess  since  you  only  have  a  small  sample  to  date, 
does  that  give  you  some  caution  about  going  forward  with  a  broad- 
er reach  for  these  ITQs? 
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Mr.  SCHMITTEN.  Well,  let  me  look  at  the  systematic  bias.  There 
are  many  nations  of  the  world  who  have  been  doing  this  since 
1986.  In  fact,  I  think  there  were  six  we  went  through  last  night. 

1  was  reading  several  reports.  Let  me  see  if  there  is  anjd^hing  that 
came  out  of  that  as  a  systematic  bias  too,  and  that  would  give  us 
a  good  indication  of  the  question  that  you  asked. 

[The  following  was  submitted  following  the  hearing.] 

In  the  common  situation  where  ITQs  are  introduced  into  overcapitalized  fisheries, 
usually  one  of  the  primary  objectives  is  to  rationalize  the  fishery  by  reducing  fleet 
capacity.  If  the  ITQ  is  freely  tradable,  then  it  is  highly  likely  that  there  will  indeed 
be  a  systematic  bias:  those  who  are  successful  will  likely  buy  out  those  who  are  op- 
erating at  the  margin  in  terms  of  profitability.  In  most  other  sectors  of  the  economy, 
the  free  exit  and  entry  of  firms  according  to  financial  success  would  be  considered 
normal  and  desirable.  Marginal  fishermen  are  more  likely  to  risk  the  safety  of  them- 
selves and  others  by  fishing  in  bad  weather  and  performing  minimal  maintenance 
on  their  vessels,  and  they  are  more  likely  to  violate  conservation  regulations  if  such 
action  can  be  used  to  increase  catch  rates. 

However,  it  is  important  to  note  that  "small"  or  "traditional"  does  not  necessarily 
mean  "marginal."  In  some  fisheries,  the  relative  profitability  of  small  operators  may 
be  greater  than  that  of  large  operators.  For  example,  in  the  case  of  species  for  which 
fresh,  high  'quality  fish  commands  a  premium,  smaller  hook  and  line  vessels  may 
be  able  to  exact  higher  prices  due  to  better  handling  and  shorter  trips.  The  combina- 
tion of  higher  prices  and  significantly  lower  operating  costs  (e.g.,  lower  capital  costs 
and  lower  opportunity  costs  of  labor)  can  render  these  vessels  very  competitive  on 
the  ITQ  market  where  prices  are  synonymous  with  profit  per  unit  of  weight.  Thus, 
it  is  not  necessarily  true  that  small  operators  will  eventually  be  bought  out  by  large 
companies. 

Once  initial  quota  is  allocated,  no  one  is  forced  to  sell  it.  However,  there  may  be 
several  good  reasons  to  sell.  Fishermen  may  want  to  exit  a  fishery  if  the  money  from 
sale  of  an  ITQ  can  be  used  to  clear  debts,  invest  in  an  alternative,  less  risky  enter- 
prise, or  provide  funds  for  retirement.  In  addition,  some  small  operators  may  find 
it  advantageous  to  seU  their  ITQ  to  a  large  company  in  return  for  an  ongoing  con- 
tract that  allows  them  to  keep  fishing  the  quota,  and  possibly  to  pool  quota  with 
other  fishers  in  order  to  smooth  fluctuations  in  catches.  The  latter  has  apparently 
occurred  extensively  in  New  Zealand  where  fishermen  wanted  to  minimize  the 
amount  of  paperwork  they  were  required  to  do,  while  at  the  same  time  being  guar- 
anteed a  market  for  their  catches  and  possible  financial  assistance  from  the  com- 
pany in  times  of  need.  In  this  respect,  fishermen  traded  away  much  of  the  risk  asso- 
ciated with  fishing  and  at  the  same  time  received  funds  that  could  be  reinvested 
in  fishing  or  elsewhere  in  the  economy. 

It  is  interesting  to  look  at  New  Ze^and  as  a  case  study  since  the  controls  on  con- 
solidation are  minimal  by  U.S.  standards  (35%  per  species  per  management  area 
or  20%  of  any  species  nationwide).  In  fact,  the  original  designers  of  the  New  Zealand 
system  did  not  see  consolidation  as  a  problem  (except  possibly  the  extreme  case  of 
a  monopoly)  if  the  end  result  was  indeed  the  most  economically  efficient  structure. 
Also,  fewer  players  would  make  communication,  enforcement  and  consensus  much 
easier,  and  would  reduce  the  costs  of  managing  the  system.  In  the  first  18  months 
following  implementation  of  a  program  involving  29  species  and  10  management 
areas  in  October  1986,  there  were  15,580  quota  sales  involving  453,000  tons,  and 
3,417  leases  of  quota  involving  253,000  tons,  the  sum  of  which  exceeded  the  total 
amount  of  quotas  (494,000  tons  owned  privately  and  64,000  tons  owned  by  govern- 
ment); therefore  some  quota  was  involved  in  multiple  transactions.  During  the  first 

2  years,  the  total  number  of  quota  holders  decreased  by  5.7%  and  the  amount  of 
quota  held  by  the  top  ten  quota  owners  increased  from  57%  to  80%  of  the  total.  Fur- 
ther consolidation  has  occurred  subsequently,  although  in  some  specific  fisheries, 
such  as  abalone,  the  reverse  has  occurred  with  the  original  quota  holdings  being 
gradually  split  up  over  time. 

Interestingly,  the  nature  of  the  industry  on  the  water  has  not  changed  signifi- 
cantly. As  far  as  can  be  discerned  from  the  available  statistics,  there  have  not  been 
any  major  changes  in  fleet  structure.  Large  company  vessels  have  not  displaced 
smaller  ownei -operated  vessels  in  the  inshore  fishery.  If  anything,  the  number  of 
small  vessels  appears  to  have  increased,  although  information  on  utilization  is  not 
available.  There  nas  also  been  an  increase  in  the  number  of  larger  vessels,  reflecting 
expansion  of  the  deepwater  fishery  where  the  main  effect  of  ITQs  has  been  to  en- 
courage investment  in  technology,  development  of  innovative  markets,  etc. 
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One  final  point  from  the  New  Zealand  example  is  the  overwhelming  support  that 
has  developed  for  the  system,  despite  initial  reservations  and  fears  expressed  by  the 
industry  and  others.  While  many  people  may  feel  that  certain  aspects  of  the  design 
need  improvement,  virtually  all  knowledgeable  or  involved  parties  are  in  favor  of 
the  system  as  a  whole  and  would  not  want  to  return  to  the  former  open  access  ap- 
proach, nor  to  adopt  any  radically  different  alternative. 

In  summary,  the  answer  to  the  question  is  that  if  consolidation  can  occur,  it  prob- 
ably will;  that  in  most  cases  some  degree  of  consolidation  is  probably  required  to 
rationalize  fishing  fleets;  that  consolidation  probably  will  be  biased  towards  the 
most  economically  efficient  units;  and  that  where  objectives  other  than  economic  ef- 
ficiency are  deemed  important,  quotas  can  be  allocated  on  the  basis  of  regions/com- 
munities or  fleet  categories  and  the  extent  of  consolidation  limited  by  regulation. 
Note,  however,  that  the  greater  the  number  of  restrictions  placed  on  the  free  trade 
of  ITQs,  the  more  potential  overall  economic  benefits  will  be  compromised. 

Mr.  Reed.  Thank  you,  Mr.  Schmitten.  Thank  you,  Mr.  Chairman. 

Mr.  Schmitten.  Thank  you. 

Mr.  Manton.  That  concludes  our  first  panel.  We  are  going  to 
take  a  break  for  two  votes;  I  think  we  have  4  minutes  remaining 
on  the  first  vote.  We  should  be  back  here,  hopefully  in  about  10 — 
15  minutes. 

[Recess.] 

Mr.  Manton.  Ladies  and  gentlemen,  if  we  could  have  panel  two 
come  to  the  witness  table,  we  will  get  started.  Panel  two:  Mr.  Mark 
Lundsten,  an  independent  fisherman;  Mr.  Thorn  Smith,  Executive 
Director,  North  Pacific  Longline  Association;  Ms.  Shari  Gross,  Hali- 
but Association  of  North  America;  Mr.  Bill  Orr,  Chief  Operating  Of- 
ficer, Golden  Age  Trawlers;  and  Mr.  John  lani  of  UNISEA.  And,  I 
suppose  we  will  take  testimony  in  that  order.  So,  we  will  lead  off 
with  Mr.  Mark  Lundsten. 

STATEMENT  OF  MARK  LUNDSTEN,  INDEPENDENT  FISHERMAN 

Mr.  Lundsten.  Thank  you,  Mr.  Chairman.  My  name  is  Mark 
Lundsten.  I  am  the  owner  and  operator  of  a  70-foot  longline  boat, 
the  Masonic,  70  feet  long.  I  am  a  member  of  Fishing  Vessel  Own- 
ers' Association  out  of  Seattle.  The  fleet  that  I  am  a  part  of,  the 
halibut  fleet  and  black  cod  fleet,  is  a  little  over  100  years  old  right 
now.  We  are  the  first  groundfish  producers  off  the  West  Coast,  and 
we  have  the  distinction  of  having  Harold  Lokken,  our  first  manager 
of  the  two  managers  we  have  had  in  the  history  of  our  association, 
pretty  much  write  the  Magnuson  Act  at  Senator  Magnuson's  re- 
quest. 

The  Seattle  fleet  is  very  much  in  favor  of  the  IFQ  program  that 
has  been  passed  for  black  cod  and  halibut,  and  we  are,  I  think, 
part  of  a  whole  professional  fleet  that  has  been  in  favor  of  it  and 
has  generated  the  idea  from  the  ground  up  in  the  last  7  years. 
About  10  years  ago,  we  all  really  started  trying  to  get  something 
done  about  the  halibut  fishing  conditions  that  we  had  due  to  over- 
crowding. We  started  with  the  halibut  moratorium.  Over  the  years 
we  have  sort  of  backed  our  way  into  IFQs  as  the  best  alternative. 
No  one  was  born  believing  in  IFQs. 

What  we  have  done  is  look  at  all  the  options  over  the  years. 
After  the  very,  very  arduous  process  of  hearing  after  hearing  and 
study  after  study  we  have  come  around  to  what  I  think  is  going 
to  be  a  really  good  program.  I  am  not  here  to  be  a  missionary  for 
IFQs  for  every  fishery  by  any  means;  but,  I  will  tell  you  I  am  a 
real  missionary  for  our  program. 
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When  I  started  fishing,  I  was  really  proud  to  be  accepted  as  a 
peer,  first  as  a  crewman  in  a  very  demanding  profession,  and  next 
as  a  vessel  owner  who  could  actually  make  it  among  what  I  consid- 
ered to  be  some  of  the  best  fishermen  around.  That  fleet  extends 
now  from  Kodiak  to  Homer  to  Petersburg  to  Sitka,  Juneau,  Ketch- 
ikan, and  to  Seattle,  and  until  the  Magnuson  Act,  all  the  way 
through  Canada,  I  saw  that  as  a  very  worthwhile  institution,  one 
worth  saving,  and  one  that  I  saw  eventually  drying  up  and  blowing 
away  if  we  didn't  do  something. 

Open  access  is  the  basic  problem  we  have.  The  race  for  fish  has 
allowed  us  or  is  forcing  us  to  fish  under  brutal  conditions  that  are 
ruining  the  resource  and  the  value  we  can  get  from  that  resource. 
I  think  the  appropriate  buzzword  for  the  system  we  have  now  is 
waste.  One,  with  all  the  boats  that  we  sent  out  on  the  grounds,  we 
are  wasting  the  fish  when  we  have  to  catch  one  species  at  a  time 
and  throw  back  whatever  we  cannot  keep.  If  we  are  fishing  black 
cod,  we  can't  keep  the  halibut;  if  we  are  fishing  halibut,  we  can't 
keep  the  black  cod. 

We  are  forcing  ourselves  to  fish  in  grounds  that  are  not  produc- 
tive because  we  have  so  many  boats  on  the  edge  for  black  cod.  The 
result  of  that  is  that  we  have  a  horrible  bycatch  problem  when  we 
are  in  the  black  cod  fishery.  Boats  are  being  forced  away  from  the 
edge — the  deepwater  edge  where  the  black  cod  live — up  onto  the 
shelf  where  the  halibut  live  and  are  taking  way  too  many  halibut 
in  the  course  of  black  cod  fishing.  For  reasons  of  bycatch  in  this 
situation,  the  whole  black  cod  fishing  has  often  been  shut  down 
early,  before  the  quota  is  caught. 

We  all  have  talked  about  the  cost  of  the  program  of  IFQs.  For 
a  number  of  years,  the  longline  fleet,  long  known  to  be  a  clean  fish- 
ery, has  become  a  dirty  fishery  because  we  are  so  overcrowded  in 
black  cod  that  we  are  taking  those  extra  halibut  in  the  shallow 
water.  If  we  took  the  black  cod  that  we  weren't  allowed  to  catch 
and  took  the  basic  income  that  the  fishermen  would  get  from  that 
and  just  translated  that  into  the  income  taxes  the  Federal  Govern- 
ment would  get,  we  would  probably  pay  almost  all  of  the  cost  of 
our  IFQ  program  right  there. 

I  think  we  are  also  wasting  in  the  race  for  fish  any  chance  we 
are  having  for  sustainable  management  of  marine  mammal  and 
seabird  habitat  that  may  or  may  not  be  in  trouble  for  some  reason 
or  other.  Right  now,  the  mentality  of  trying  to  get  every  single 
pound  of  fish  you  can  in  the  short  allotted  time  we  have — conserva- 
tion concerns  like  that  are  really  not  in  the  forefront  of  a  fisher- 
man's mind.  It  just  doesn't  work  out  that  way. 

With  IFQs,  with  the  time  we  can  take  to  harvest  the  fish,  it  is 
going  to  be  much  easier  both  to  monitor  the  fleet  and  for  the  fleet 
to  take  care  of  not  getting  in  certain  grounds  or  having  certain  fish- 
ing practices.  We  will  have  time  to  do  it. 

I  would  like  to  say  that  the  overall  value  of  the  resource  is  one 
of  the  things  you  should  look  at.  The  Canadian  IFQ  plan  has  led 
them  to  dominate  the  fresh  fish  market  for  halibut.  They  have 
about  a  10-million-pound  resource.  We  have  about  a  40-million- 
pound  resource.  Theirs  is  almost  worth  what  ours  is  because  they 
have  IFQs.  In  reference  to  the  cost  of  the  program,  if  anyone  fig- 
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ures  those  income  taxes  coining  back  to  the  system,  they  will  see 
that  is  certainly  going  to  pay  for  a  lot. 

Primarily,  besides  these  matters  of  waste  and  related  concerns, 
the  worst  thing  about  this  is,  the  saddest  thing,  is  that  we  are 
wasting  lives.  I  have  been  next  to  two  boats  that  have  gone  down 
during  "derbies,"  and  I  have  been  in  a  situation  where  you  are  a 
fool  if  you  do  it,  you  are  a  fool  if  you  don't.  I  have  had  very  good 
fishing  for  one  of  those  1-day  halibut  shots.  I  have  had  to  stack  the 
fish  on  the  deck  because  I  haven't  had  any  choice  if  I  want  to  keep 
them.  And  the  weather  has  turned  really  sour,  and  I  have  been  in 
a  dangerous  situation  that  I  don't  want  to  be  in  again.  I  have  been 
there.  I  think  that  is  the  main  reason  why  the  fleet  loathes  the 
race  for  fish  now  and  is  very  much  behind  the  IFQ  plan  we  have 
for  black  cod  and  halibut.  My  red  light  has  gone  on  so  I  will  close 
it  there. 

[Statement  of  Mr.  Lundsten  can  be  found  at  the  end  of  the  hear- 
ing.] 

Mr.  Manton.  Thank  you,  Mr.  Lundsten.  We  will  get  back  to  the 
entire  panel  for  questions  after  we  hear  all  of  the  testimony.  In  the 
order  that  you  are  on  my  sheet,  I  will  now  call  on  Mr.  Thorn 
Smith,  Executive  Director,  North  Pacific  Longline  Association. 

STATEMENT  OF  THORN  SMITH,  EXECUTIVE  DIRECTOR, 
NORTH  PACIFIC  LONGLINE  ASSOCIATION 

Mr.  Smith.  Thank  you,  Mr.  Manton.  My  name  is  Thorn  Smith. 
I  represent  the  North  Pacific  Longline  Association,  freezer-longliner 
vessels  which  fish  for  cod  and  other  groundfish  off  Alaska  with 
hook-and-line  gear  process  and  freeze  their  product  at  sea.  I  want 
to  thank  you  for  the  opportunity  to  be  here. 

I  have  been  around  for  a  while.  I  was  a  commercial  fisherman; 
went  to  law  school;  was  a  NOAA  fisheries  attorney,  serving  here 
and  in  Alaska;  later  on  I  represented  joint  venture  trawlers,  crab 
fishermen;  served  as  president  of  a  factory  trawler  company;  vice 
president  of  the  American  Factory  Trawlers'  Association;  and  now 
represent  longliners,  demonstrating  that  flexibility  in  the  light  of 
changing  circumstances  is  important  for  survival  in  this  industry. 

Over  the  years  the  North  Pacific  Fishery  Management  Council 
has  struggled  with  limited  entry  several  times.  It  has  never  been 
easy.  It  is  not  easy  now.  As  you  have  been  advised,  we  have  been 
looking  at  something  called  "comprehensive  rationalization"  for 
more  than  a  year,  including  ITQs.  At  its  last  meeting  in  January, 
the  Council  decided  firmly  to  put  ITQs  on  the  back  burner  and  to 
move  forward  with  a  vessel  moratorium  and  license  limitation  sys- 
tem— hopefully  bolstered  by  a  vessel  buy-back  program.  We  sup- 
port that  approach. 

Several  votes  confirmed  this  decision.  The  first  was  the  industry 
advisory  panel,  17  to  2,  for  enacting  that  program.  It  survived  four 
successive  votes  of  the  Council  subsequent  to  that.  Some  people 
have  expressed  surprise  at  this.  We  were  not  surprised.  What  I 
would  like  to  do  today  is  address  some  of  the  themes  which  have 
emerged  in  public  testimony  in  recent  months  which  I  think  will 
help  you  to  understand  what  the  Council  did. 

First  of  all,  it  has  been  chapter  and  verse  among  all  of  us  that 
there  would  have  to  be  widespread  agreement  throughout  the  in- 
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dustry  on  the  details  of  any  ITQ  system.  Probably  this  would  have 
to  include  environmental  and  public  interest  groups,  who  now  have 
a  place  at  the  table.  No  such  consensus  now  exists.  It  is  nowhere 
in  sight.  We  think  the  likelihood  of  any  true  consensus  embracing 
a  broad  range  of  interest  groups  is  very  remote  at  this  point.  We 
think  the  council  is  going  to  spend  a  little  time  looking  at  this 
thing  before  it  moves  forward,  if  it  does — and  appropriately  so.  We 
think  it  would  be  inappropriate  for  the  Secretary  of  Commerce  or 
Congress  to  attempt  to  do  what  the  Council  is  not  doing  at  this 
point. 

The  problem,  we  all  agree,  is  overcapitalization.  Many  investors 
made  what  in  retrospect  might  be  called  bad  business  decisions. 
We  built  too  many  boats.  We  built  too  many  shore  plants.  Often  we 
were  able  to  do  this  only  with  the  help  of  foreign  banks.  Some  peo- 
ple suggest  that  the  way  to  handle  this  is  to  let  the  excess  capital 
be  squeezed  out  of  these  investments  through  foreclosure  and  re- 
sale until  they  eventually  become  profitable.  It  is  called  risk  cap- 
italism. 

The  question  of  who  pays,  the  banks  or  the  public,  has  been 
raised  by  public  interest  representatives.  It  is  a  sensitive  issue. 
Some  industry  participants  have  raised  it  as  well.  Unfortunately, 
we  are  all  implicated  in  this.  As  I  said,  we  have  all  overinvested, 
and  the  question  that  has  been  raised  is,  well,  who  pays?  Do  we 
get  a  great  gift  of  public  property,  or  do  our  foreign  banks  take  the 
hits?  The  corollary  question  is  just  how  much  are  the  fish  and 
shellfish  worth?  Some  say  they  are  worth  what  our  investments  are 
worth.  Others  say  that  the  value  is  incalculable,  and  that  what  we 
are  talking  about  if  we  give  it  away  is  an  incredible  windfall. 

The  market  mechanism  is  stressed  as  being  the  solution  to 
rationalizing  the  fisheries.  Public  interest  people  again  ask,  if  you 
are  going  to  use  the  market  mechanism,  why  not  use  it  for  the  ini- 
tial distribution?  They  ask  further,  why  should  we  ever  alienate 
this  public  property  entirely?  Why  don't  we  sell  temporary  rights, 
tradeable  rights  to  harvest  the  fish  so  that  as  the  value  rises,  the 
public  gets  increased  rents? 

The  NOAA  Office  of  General  Counsel  has  suggested  that  it  would 
be  a  good  idea  to  analyze  this,  as  have  editorial  writers.  Our  Asso- 
ciation doesn't  want  auctions,  but  we  think  it  is  such  an  obvious 
solution  that  if  we  don't  face  up  to  it,  and  either  design  an  auction 
program  that  we  like  or  find  a  fault  with  the  concept,  somebody 
else  is  going  to  do  it  for  us — and  we  are  really  not  going  to  like  the 
end  result. 

There  are  some  conservation  considerations,  again  raised  by  the 
environmental  community — dissatisfaction  with  the  manner  in 
which  our  fisheries  are  conducted  today,  with  high  bycatch  and 
mortality.  They  say  we  shouldn't  perpetuate  it  by  giving  ITQs  to 
the  practitioners.  We  should  clean  it  up  first  through  a  variety  of 
measures — a  moratorium  to  begin  with,  which  won't  really  clean  it 
up,  and  a  license  limitation  program,  with  harvest  priority  for  se- 
lective gear,  bycatch  reductions,  and  so  forth,  which  will  clean  it 
up.  Meal  plants  are  OK,  but  secondary.  If  you  need  a  meal  plant 
to  take  care  of  your  bycatch,  you  have  too  much  bycatch. 

Funding,  implementation,  administration,  and  enforcement 
worry  us  all.  Rather  than  get  into  it  extensively,  I  would  point  out 
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that  NMFS  has  had  a  surf  ITQ  clam  plan  in  effect,  as  Mr.  Hughes 
said,  since  1990.  They  did  a  report  on  their  administration  and  en- 
forcement obligations  under  it.  The  East  Coast  Fishery  Foundation 
submitted  a  freedom  of  information  request  for  that  report,  got  it 
back  with  about  half  of  the  report  deleted. 

A  number  of  concerns  have  arisen  since  then.  It  has  been  alleged 
that  in  that  fishery  there  may  have  been  price  fixing,  collusion, 
threats  and  intimidation,  foreign  ownership  of  the  resource,  con- 
centration and  monopolistic  control  of  industry,  disguised  owner- 
ship, et  cetera.  These  things  speak  to  our  deepest  fears.  We  would 
urge  the  Committee  to  ask  the  National  Marine  Fisheries  Service 
for  the  entire  report,  and  hopefully  make  it  public.  If  you  can't  do 
that,  we  would  suggest  that  you  conduct  an  investigation  of  your 
own  because  this  may  be  what  ITQs  mean,  and  we  are  really  wor- 
ried about  it. 

In  conclusion,  we  don't  think  it  is  feasible  to  design  and  imple- 
ment an  ITQ  program  without  firm  consensus  among  the  industry 
and  other  interest  groups.  We  don't  think  a  legislative  fix  is  going 
to  work,  and  we  don't  think  that  the  Secretary  of  Commerce  should 
be  authorized  to  do  what  the  Council  is  not  doing  now.  We  approve 
what  the  council  decided  to  do,  and  I  won't  go  through  it  all  right 
now.  We  think  that  we  should  take  a  very  hard  look  at  the  pro- 
gram now  in  effect,  the  surf  clam  ITQ  plan,  and  that  the  sablefish/ 
halibut  ITQ  plan  should  be  implemented.  We  should  study  the  re- 
sults of  that  before  we  move  further. 

I  want  to  make  it  clear  that  we  are  not  blindly  opposed  to  ITQs. 
They  may  be  appropriate  at  some  point,  but  we  don't  want  to  buy 
a  pig  in  a  poke.  We  want  to  know  well  ahead  of  time,  well  before 
anything  is  approved,  exactly  how  much  ITQ  each  vessel  might  get, 
and  exactly  what  data  it  is  based  on  for  each  and  every  vessel;  ex- 
actly how  much  it  will  cost  us  for  fees,  taxes,  auctions,  or  other  ex- 
penses; what  limitations  will  be  placed  on  ownership  to  avoid  ex- 
cessive consolidation.  Will  foreign  interests  be  able  to  own  shares, 
and  will  shares  be  fully  tradeable? 

In  terms  of  what  you  folks  might  do,  legislation — we  think  that 
you  should  adopt  a  Magnuson  Act  amendment  providing  for  the 
use  of  selective  gear,  and  bycatch  reduction.  Full  utilization  is  a 
subset.  It  is  important,  but  it  is  not  as  important  as  not  catching 
the  bycatch  fish  in  the  first  place.  We  think  that  authorizing  a  buy- 
back  program  is  a  good  idea,  and  I  have  some  observations  on  that 
if  you  care  to  ask  me  any  questions. 

You  may  have  to  provide  authority  to  obtain  fees  in  excess  of  ad- 
ministrative costs  or  some  kind  of  economic  rent  to  fund  these 
things.  We  think,  in  general,  that  emergency  rules  for  conservation 
reasons  should  perhaps  be  made  more  easy  under  the  Magnuson 
Act.  We  don't  think  there  should  be  any  legislation  at  this  point 
providing  for  ITQs.  We  don't  think  you  should  give  the  Secretary 
of  Commerce  authority  to  do  it,  and  we  are  not  very  interested  in 
seeing  the  cod  and  pollock  fisheries  split  from  the  others  for  the 
purpose  of  creating  an  ITQ  system. 

We  think  ITQs  should  be  kept  on  hold,  and  that  we  should  ana- 
lyze the  programs  now  in  effect,  observe  the  implementation  and 
administration  of  the  sablefish  and  halibut  plan.  We  have  a  consen- 
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sus  on  that  at  this  point  in  the  Council,  and  I  think  it  is  going  to 
stick. 

I  was  asked  by  one  major  player  in  our  process,  who  is  a  fisher- 
man, to  advise  you  that  safety  is  really  not  a  serious  issue  where 
the  big  boats  are  concerned  in  the  groundfish  fishery.  It  may  be 
with  the  small  boats  in  the  sablefish  and  halibut  fishery,  but  they 
have  got  their  ITQ  plan.  The  rest  of  us  just  jog  when  the  weather 
gets  bad.  Thank  you. 

[Statement  of  Mr.  Smith  can  be  found  at  the  end  of  the  hearing.] 
Mr.   Manton.   Thank  you,   Mr.   Smith.   Our  next  witness,   Ms. 
Shari  Gross,  Halibut  Association  of  North  America. 

STATEMENT  OF  SHARI  GROSS,  HALIBUT  ASSOCIATION  OF 
NORTH  AMERICA 

Ms.  Gross.  Good  afternoon,  Mr.  Chairman,  and  Mr.  Young.  I  am 
Shari  Gross  here  representing  the  Halibut  Association  of  North 
America.  We  are  a  trade  association  of  halibut  processors  that  op- 
erate in  Alaska,  British  Columbia,  Washington,  and  Oregon.  We 
have  about  35  companies  as  our  membership,  and  they  reflect  vir- 
tually all  the  halibut  processing  capacity  of  the  Northwest. 

The  point  I  want  to  make  to  you  today  is  very  simple.  ITQ  pro- 
grams are  necessarily  expensive  to  monitor  and  enforce,  and  you 
must  provide  a  funding  mechanism  in  order  to  provide  for  that  if 
you  go  for  an  ITQ  system,  or  the  fish  will  simply  disappear.  Oppor- 
tunities for  violations  or  cheating  are  great  under  an  ITQ  system. 
It  is  not  a  system  like  all  others,  and  it  requires  very  tight  manage- 
ment enforcement. 

Some  of  the  problems  inherent  (and  this  is  not  to  say  that  these 
problems  can't  be  overcome  or  dealt  with  but  simply  that  they  are 
expensive  and  require  attention);  are  overfishing,  another  is 
highgrading  (which  is  the  situation  where  a  larger  fish,  for  exam- 
ple, is  offered  at  a  higher  price  thereby  giving  the  fisherman  an  in- 
centive to  return  the  smaller  fish  and  keep  trying  until  he  catches 
the  bigger  fish).  Another  problem  is  the  length  of  seasons  because 
the  seasons  will  be  much  longer  under  an  ITQ  system,  and  you 
have  to  have  a  monitoring  and  enforcement  program  in  place 
throughout  that  season.  And,  of  course,  in  our  case  in  the  Pacific 
Northwest,  it  is  a  very  big  coastline. 

Plain  and  simple,  a  system  on  the  cheap  costs  the  fishery.  There 
are  lots  of  examples  about  this.  I  will  only  give  you  one,  and  that 
is  the  abalone  fishery  in  Canada  some  years  ago  where  Canada  im- 
posed an  ITQ  system.  It  was,  I  believe,  their  first  out  there,  and 
they  did  not  provide  adequate  funding.  They  did  not  design  a  tight 
system,  and  there  aren't  any  abalone  left  anymore.  They  have 
learned  their  lesson,  and  the  ITQ  system  they  have  designed  for 
halibut  that  started  up  a  couple  of  years  ago  appears  to  be  quite 
tight  and  actually  is  quite  expensive  compared  to  ours. 

In  fact,  their  program — if  we  were  to  extrapolate  it  out  into  the 
North  Pacific  and  take  account  just  for  the  difference  in  the  size 
of  the  quota  and  the  size  of  the  fleet  and  disregard  the  size  of  the 
coastline,  their  program  would  cost  in  the  United  States,  about 
$18.4  million  rather  than  the  $3.5  million  that  Congressman  Young 
mentioned  is  actually  requested  in  the  budget. 
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It  is  hard  to  be  against  funding  in  the  abstract,  but  in  reality 
how  do  you  make  it  happen?  It  seems  to  us  that  user  fees  are  the 
only  way  to  go.  We  are  never  going  to  be  able  to  count  on  an  an- 
nual appropriation,  and  the  numbers  are  never  going  to  add  up  un- 
less there  is  a  user  fee  in  place  specifically  for  ITQs,  designated  for 
ITQs,  and  for  the  management  of  them.  Again,  the  cost,  if  you 
don't,  is  the  fishery. 

It  is  corny,  but  it  is  true,  and  it  is  plain  and  it  is  simple.  The 
end  result  is  you  lose  the  resource  if  you  don't  manage  it  and  en- 
force it  tightly  under  an  ITQ  system.  All  academic  literature  that 
I  have  come  across  from  around  the  world  indicates  that  this  is 
true.  This  is  by  people  either  advocating  or  opposing  ITQ  systems. 
There  seems  to  be  no  question  that  ITQ  systems  are  expensive  and 
that  you  have  to  provide  a  system  for  them. 

The  Canadians  have  a  system  that  is  tight  and  expensive  and 
paid  by  the  fishermen.  Ours  in  Alaska  is  yet  to  begin,  but  I  can 
assure  you  from  the  International  Pacific  Halibut  Commission 
meetings  last  year,  the  Canadians  are  seriously  and  genuinely  wor- 
ried about  our  program.  They  took  a  look  at  their  program,  took 
a  look  at  ours,  and,  frankly,  there  is  no  comparison. 

So  we  would  ask  you  to  keep  in  mind  that  there  are  no  quick 
fixes  for  this  program,  and  what  we  are  afraid  has  happened  is 
that  NMFS,  in  its  zeal  to  push  forward  an  ITQ  system,  has  actu- 
ally designed  a  monitoring  and  enforcement  program  to  fit  a  lim- 
ited budget  of  hopefully  even  $3.5  million;  whereas  in  reality,  they 
should  have  looked  at  it  the  other  way  and  said  how  do  you  design 
a  system  that  is  going  to  protect  the  resource  and  offer  the  most 
hope  for  it  to  continue  in  perpetuity.  And  then  how  do  you  find  the 
money  to  pay  for  it?  It  is  a  distinct  difference  between  trying  to  de- 
sign a  program  on  a  limited  budget  and  doing  the  best  you  can  do 
and  then  worrying  about  the  money. 

We  need  to  all  pull  together  in  this  industry.  There  is  lots  of  par- 
anoia about  ITQ  programs.  I  agree  with  Thorn  Smith  that  the  surf 
clam  program  ought  to  be  given  to  the  public.  We  would  like  to  see 
the  results  of  it.  We  would  like  to  learn  from  it  and  benefit  from 
it  and  avoid  the  same  mistakes  or  maybe  make  the  same  good 
judgments  that  they  did. 

But,  in  summary,  we  need  to  remain  focused  on  our  bottom  line 
and  that  is  protecting  the  country's  fishery  resource.  I  recommend 
that  we  spend  less  attention  on  who  will  make  how  much  and 
which  management  regime  will  be  followed,  and  spend  more  time 
focusing  on  how  we  are  going  to  be  able  to  protect  that  for  our  fu- 
ture generations.  Thank  you,  Mr.  Chairman. 

[Statement  of  Ms.  Gross  can  be  found  at  the  end  of  the  hearing.] 

Mr.  Manton.  Thank  you,  Ms.  Gross.  Our  next  witness  is  Mr.  Bill 
Orr,  Chief  Operating  Officer,  Golden  Age  Trawlers. 

STATEMENT  OF  BILL  ORR,  CHIEF  OPERATING  OFFICER, 
GOLDEN  AGE  TRAWLERS 

Mr.  Orr.  Thank  you,  Mr.  Chairman,  Congressman  Young.  I  ap- 
preciate the  invitation  to  appear  before  this  Subcommittee  to  dis- 
cuss the  issue  of  individual  transferable  quotas.  I  am  Bill  Orr, 
Chief  Operating  Officer  of  Golden  Age  Fisheries.  Golden  Age  owns 
and  operates  five  small-  to  medium-sized  factory  trawlers,  and  it 
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is  a  partner  and  a  manager  of  a  salmon  processing  operation  on  the 
Kuskokwim  River  in  western  Alaska.  Golden  Age  is  also  a  partner 
with  17  western  Alaskan  villages  in  the  Community  Development 
Quota  program.  A  review  of  fishing  operations  conducted  under 
this  system  provides  some  insight  into  what  might  be  expected 
from  a  comprehensive  ITQ  program  for  the  multispecies  North  Pa- 
cific groundfish  fishery. 

The  focus  of  my  testimony  is  on  Golden  Age  Fisheries'  experience 
in  the  CDQ  fishery,  but  first  I  would  like  to  discuss  the  problems 
facing  the  groundfish  fishery  of  the  North  Pacific.  Basically,  there 
are  too  many  vessels  chasing  too  few  fish.  Inaction  on  the  part  of 
the  North  Pacific  Fishery  Management  Council  to  impose  meaning- 
ful limits  to  entry  into  the  fishery  have  resulted  in  severe  overcapi- 
talization. 

Overcapitalization  is  the  root  cause  of  most  of  the  problems  af- 
fecting the  fishery  and  the  industry.  The  open-access  race  for  fish 
reduces  the  net  benefits  to  the  Nation  from  this  vast,  sustainable 
resource.  The  fishermen  who  follow  the  course  of  action  laid  out  in 
the  Magnuson  Act  are  now  on  or  over  the  brink  of  economic  disas- 
ter. Unfortunately,  Golden  Age  is  not  immune  from  this  problem. 
Three  of  our  vessels  were  foreclosed  on  during  the  past  week. 

A  comprehensive  and  obvious  solution  to  the  current  problems  in 
the  groundfish  fishery  of  the  North  Pacific  is  the  implementation 
of  an  ITQ  program.  However,  the  council  has  proved  incapable  and 
unwilling  to  act  in  a  timely  and  responsible  manner  to  adopt  such 
a  program.  Congress  should  either  act  to  implement  such  a  pro- 
gram through  legislation  or  force  the  council  to  implement  a  mean- 
ingful and  fair  solution  to  these  problems. 

As  I  mentioned,  Golden  Age  has  had  the  pleasure  of  being  in- 
volved in  a  CDQ  program  with  Coastal  Villages  Fishing  Coopera- 
tive. That  partnership  owns  the  factory  trawler  Browns  Point  and 
uses  that  factory  trawler  to  harvest  and  process  the  CDQ  awarded 
to  CVFC.  Based  on  our  experience  since  1992  in  the  CDQ  program, 
we  have  identified  some  significant  benefits  from  participation  in 
an  ITQ  program.  Most  are  attributable  to  the  absence  of  a  race  for 
fish  inherent  in  the  open-access  management.  We  have  achieved 
enhanced  utilization  of  harvested  fish. 

The  philosophy  of  our  fishing  operations  has  changed  during  the 
CDQ  portion  from  a  dollars-per-day  strategy  to  a  dollars-per-fish 
strategy.  Under  the  Olympic  system,  the  goal  was  to  maximize 
daily  revenue  by  pushing  as  much  fish  as  possible  through  the  fac- 
tory. 

During  the  CDQ  fishery,  we  were  able  to  focus  on  maximizing 
the  amount  of  revenue  from  each  fish  brought  aboard.  We  were 
able  to  increase  the  amount  of  saleable  product  from  each  fish  by 
taking  more  care  in  sorting  out  fish  by  size,  adjusting  the  process- 
ing equipment,  and  undertaking  more  time-consuming  tasks  such 
as  hand  trimming  of  fillets.  We  were  also  able  to  retain  a  wider 
array  of  species  including  lower  valued  fish  that  would  be  dis- 
carded during  an  Olympic  fishery.  Since  we  are  attempting  to 
maximize  net  revenue  over  the  entire  year  instead  of  on  a  daily 
basis,  we  were  able  to  take  time  to  process  fish  that  yield  a  lower 
return. 
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We  were  able  to  decrease  the  catch  of  unwanted  species.  The 
catching  of  unwanted  species  or  bycatch  is  a  problem  in  all  fish- 
eries. Under  the  CDQ  fishery,  we  have  no  pressure  to  harvest  fish 
in  a  rapid  manner.  Our  operation  can  focus  on  areas  where  bycatch 
of  unwanted  species  are  at  a  minimum.  If  the  catch  of  unwanted 
species  is  too  high,  the  vessel  can  change  location  or  fishing  gear 
without  risk  of  losing  fishing  opportunities. 

The  program  improves  our  marketing  opportunities.  Products 
from  the  Browns  Point  are  sold  to  most  major  users  of  pollock  in- 
cluding McDonald's,  Burger  King,  and  Long  John  Silvers.  We  have 
been  able  to  capitalize  on  our  ability  to  produce  fresh,  high  quality 
pollock  block  on  a  year-round  basis.  We  are  able  to  plan  our  pro- 
duction schedule  well  in  advance  and  deliver  product  to  customers 
as  they  need  it,  helping  to  avoid  the  high  cost  of  holding  inventory. 

The  program  has  also  increased  the  planning  and  efficiency  in 
our  vessel  operations.  The  ability  to  determine  when  fish  will  be 
harvested  offers  the  vessel  manager  the  opportunity  to  make  the 
most  efficient  use  of  harvesting  and  processing  capabilities. 

These  are  a  few  of  the  things  that  we  have  recognized  under  the 
CDQ  program.  Some  other  benefits  that  we  expect  to  realize  in  a 
comprehensive  ITQ  program  would  be  increased  utilization  of  the 
resource,  rational  reduction  of  capitalization  in  the  fisheries,  in- 
creased job  security  and  crew  safety,  and  resolution  of  allocation 
disputes. 

The  fishermen  of  the  North  Pacific  need  your  help  to  implement 
a  rational  management  system  for  the  fishery.  An  ITQ  program  in 
which  quotas  are  freely  sold,  purchased  and  leased  resolves  exist- 
ing allocation  disputes  and  provides  mechanisms  for  addressing  the 
chronic  problem  of  overcapitalization.  This  approach  also  provides 
important  benefits  in  the  area  of  resource  utilization,  resource  allo- 
cation, safety,  product  marketing,  and  social  dislocation. 

The  Council  system  will  not  fairly  address  this  solution.  Con- 
gress must  insist  that  the  Department  of  Commerce  take  its  proper 
role  in  providing  leadership  in  the  management  of  our  nation's  fish- 
eries resource.  In  order  to  achieve  the  goals  of  the  Magnuson  Act, 
a  permanent,  fair,  and  rational  market-based  allocation  system 
must  be  put  in  place.  Thank  you. 

[Statement  of  Mr.  Orr  can  be  found  at  the  end  of  the  hearing.] 

Mr.  Manton.  Thank  you,  Mr.  Orr.  Mr.  John  lani,  UNISEA. 

STATEMENT  OF  JOHN  lANI,  VICE  PRESIDENT,  UNISEA 

Mr.  Iani.  Thank  you,  Mr.  Chairman.  My  name  is  John  lani,  and 
I  am  the  vice  president  of  UNISEA,  Inc.,  which  is  a  major  North 
Pacific  seafood  processing  company.  Our  company  is  based  in 
Redmond,  Washington,  where  we  employ  approximately  500  full- 
time  workers  who  are  engaged  in  the  processing  of  seafood  prod- 
ucts from  the  North  Pacific.  We  also  operate  major  seafood  process- 
ing plants  in  Dutch  Harbor,  Alaska,  and  in  St.  Paul,  Alaska,  em- 
ploying on  a  seasonal  basis  about  1,500  workers  in  those  plants. 

Since  our  headquarters  are  in  Redmond  and  our  plants  are  in 
Alaska,  I  have  the  unique  opportunity  of  being  a  constituent  of 
Representative  Cantwell  and  a  constituent  of  Representative 
Young,  and  I  was  hopeful  that  Representative  Cantwell  would  be 
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here  to  protect  me  from  the  always-tough  questions  that  my  former 
boss,  Congressman  Young,  would  like  to  ask. 

Mr.  Chairman,  given  the  extreme  complexity  of  the  ITQ  issue,  I 
guess  I  would  like  to  begin  my  testimony  with  the  most  important 
issue  to  us  as  processors,  and  that  is  with  the  simple  statement 
that  neither  my  company  nor  any  other  company  that  has  invested 
in  the  North  Pacific  fishery  can  accept  an  ITQ  system  in  the  North 
Pacific  under  which  we  would  be  excluded  from  the  initial  alloca- 
tion of  quota  shares  because  we  are  processors  and  not  harvesters. 

Mr.  Chairman,  to  do  so  would  be  the  equivalent  of  a  member  of 
this  Subcommittee  to  agree  to  run  for  re-election  but  also  agree  to 
not  have  their  name  printed  on  the  ballot.  We  cannot  agree  to  the 
ground  rules  under  which  we  would  be  guaranteed  our  demise  be- 
fore the  game  has  even  begun  and  neither  could  you. 

Mr.  Chairman,  even  if  the  industry  were  united  on  the  idea  that 
an  ITQ  system  was  the  answer  to  all  the  problems  of  waste, 
bycatch,  and  overcapitalization,  there  are  still  hundreds  of  other 
questions  that  are  left  unanswered.  Among  these  are  the  policy 
questions  enumerated  in  your  letter  regarding  this  hearing,  and 
there  are  also  the  practical  questions  as  to  who  would  be  eligible 
for  shares  and  on  what  historical  basis,  will  there  be  limits  on  own- 
ership and  transferability,  what  fees  and  assessments  will  be 
charged,  what  about  an  auction  system? 

I  have  taken  the  liberty  to  attach  to  my  testimony  a  document 
recently  produced  by  the  North  Pacific  Fishery  Management  Coun- 
cil on  ITQs  for  groundfish  and  crab.  This  is  an  outline  of  the  issues 
which  have  been  identified  by  the  council  as  of  its  January  1994 
meeting.  And  if  you  will  look  through  the  document,  you  will  begin 
to  appreciate  the  complexity  of  the  issue  and  the  monumental  task 
faced  by  the  council  or  any  other  group  which  tries  to  take  on  the 
job  of  crafting  an  ITQ  system.  That  is  why  I  believe  that  this  Com- 
mittee and  the  Congress  designed  the  council  system  to  analyze 
problems  like  these. 

The  critical  question  to  us  stems  from  the  necessary  legal 
changes  which  might  be  necessary  either  to  facilitate  or  to  enact 
an  action  on  ITQs.  I  am  not  sure  that  anything  should  be  done  to 
restrict  the  councils.  Right  now  they  have  broad  authority,  as  was 
designed  by  this  Committee,  to  explore  a  variety  of  effort  limitation 
systems,  and  I  believe  they  need  this  authority. 

In  terms  of  the  legal  challenges  needed  to  facilitate  council  ac- 
tion, there  needs  to  be  a  minor  clarification  of  the  North  Pacific 
Council  to  have  access  to  a  full  range  of  ITQ  options  which  have 
been  identified.  Congressman  Young  has  already  pointed  out  that 
there  is  a  NOAA  general  counsel  opinion  that  processors  cannot  be 
awarded  processing  shares.  It  is  our  opinion  that  from  both  a  legal 
and  practical  point  of  view  it  is  incorrect  to  continue  the  notion 
that  our  plants,  simply  because  they  are  built  on  shore,  are  not  a 
part  of  the  fisheries  of  the  United  States  and,  therefore,  fall  outside 
the  scope  of  the  Act.  We  must  comply  with  the  Federal  permitting 
requirements,  reporting  requirements,  and  observer  requirements 
similar  to  any  vessel  fishing  in  the  North  Pacific  as  well. 

Mr.  Chairman,  the  major  challenges  to  the  National  Marine 
Fisheries  Service  in  implementing  any  ITQ  system  will  be  related 
to  data  and  enforcement.  The  process  of  awarding  the  tracking 
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ITQs,  especially  for  a  large  fishery  in  a  large  geographic  area  such 
as  Alaska,  is  extremely  complicated.  The  agency  will  need  far 
greater  data-processing  capacity  than  it  currently  has,  and  as  for 
enforcement,  not  only  NMFS  but  also  the  Coast  Guard  will  be 
hard-pressed  to  monitor  the  activities  of  the  entire  groundfish  fleet. 

It  is  important  to  remember,  Mr.  Chairman,  how  we  got  into  this 
mess.  It  was  the  industry  itself  that  caused  overcapitalization.  It 
wasn't  the  government  that  caused  it  as  much  as  we  like  to  blame 
the  government  for  it.  We  did  it  to  ourselves,  and  now  we  are  com- 
ing to  you  and  asking  for  you  to  give  us  the  keys  to  the  car,  and 
we  will  take  care  of  it  ourselves.  You  certainly  wouldn't  give  the 
keys  of  the  hen  houses  to  the  foxes  simply  because  there  were  too 
many  foxes  inside,  and  I  suggest  that  you  look  very,  very  carefully 
before  you  give  the  keys  to  this  fishery,  to  the  very  people  who 
have  caused  the  overcapitalization  mess. 

Coming  back  to  my  opening  argument,  I  want  to  again  empha- 
size that  if  there  is  to  be  a  government-funded  buy-out  program  for 
this  fishery,  we  want  to  and  must  participate.  It  would  be  grossly 
unfair  for  the  Federal  Government  to  implement  a  management 
system  whereby  they  provide  subsidies  worth  hundreds  of  millions, 
if  not  billions  of  dollars  only  to  certain  participants.  As  Dr.  Lee  An- 
derson will  testify  behind  me,  the  recognized  expert  on  ITQs,  he 
has  said  anyone  who  has  invested  in  pollock  processing  capacity 
and  who  is  not  compensated  by  the  government  under  an  ITQ  sys- 
tem will  not  be  treated  equitably. 

Our  company  alone  has  invested  over  $150  million  in  plant  and 
equipment  to  participate  in  this  fishery,  to  provide  markets  for 
U.S.  fishermen.  If  our  competitors  receive  ITQ  shares  and  we  do 
not,  then  this  $150  million  investment  will  be  taken  from  us  with- 
out support  of  our  own  government.  Obviously,  we  cannot  and  will 
not  allow  that  to  happen. 

This  concludes  my  testimony,  Mr.  Chairman,  and  I  am  happy  to 
answer  questions.  And  I  also  echo  the  concern  of  other  panel  mem- 
bers here  to  see  what  really  happened  in  the  quahog  fishery  and 
surf  clam  fishery.  Thank  you. 

[Statement  of  Mr.  lani  can  be  found  at  the  end  of  the  hearing.] 

Mr.  Manton.  Thank  you.  That  concludes  our  testimony  from  the 
panel,  and  we  will  move  to  some  questions.  My  first  question  is  for 
Mark  Lundsten.  What  is  the  most  fair  way  for  assessing  quotas, 
based  on  historic  fishing  activity?  Would  it  be  fair  to  identify  a 
point  in  the  past  before  overcapitalization  occurred  in  a  particular 
fishery,  perhaps  January  1,  1989,  and  grant  quotas  only  to  those 
who  were  participants  at  that  time? 

Mr.  Lundsten.  Well,  I  assume  you  are  asking  this  on  fisheries 
yet  to  be — have  any  allocations  given  to  them? 

Mr.  Manton.  Yes. 

Mr.  Lundsten.  Well,  in  my  opinion,  to  echo  what  we  did  in  the 
black  cod  and  halibut,  the  fishermen  who  historically  fished  for 
many  decades  and  managed  that  resource  very  well  established  the 
Halibut  Commission  basically  on  their  own  volition.  They  had  limit 
and  lay-up  programs  and  a  whole  number  of  voluntary  things  that 
made  the  program  work.  Their  good  management,  their  good  stew- 
ardship of  the  fishery  was  what  allowed  the  fishery  to  provide  an 
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overgrowing  population  the  opportunity  to  make  a  mess  of  that 
fishery. 

The  same  thing  has  basically  happened  now  in  the  North  Pacific 
for  groundfish.  Those  pioneers  of  the  fisheries  are  the  ones  who  are 
now  being  victimized  by  a  lot  of  other  people  coming  in.  Now,  I 
don't  think  you  should  be  blaming  someone  for  coming  in,  but  in 
black  cod  and  halibut,  we  gave  credit  to  the  people  who  had  been 
in  the  longest.  It  was  strictly  based  on  an  historical  production. 
The  original  allocation  was  distributed  throughout  Alaska  and  Se- 
attle— predominantly  Seattle  as  far  as  Washington  State  goes — 
about  50/50.  So,  you  know,  there  wasn't  an  enormous  uproar  about 
that  issue,  about  what  was  fair  for  assessment  of  the  quotas  or  as- 
sessing catch  history  and  so  on. 

For  the  groundfish  and  crab,  it  seems  to  me  that — I  assume 
those  are  the  fisheries  you  are  really  asking  about  here — one 
should  take  a  common  date  for  those  fisheries,  since  the  trawlers 
and  the  crabbers  have  such  a  crossover  between  the  two  fleets.  We 
should  recognize  that  the  people  who  developed  those  fisheries, 
when  half  the  people  thought  they  were  crazy  for  doing  it,  should 
be  given  some  credit  for  doing  that,  for  taking  that  risk  and  taking 
that  responsibility.  I  do  think  that  historical  participation  is  an  eq- 
uitable way,  a  fair  way  of  doing  this. 

Mr.  Manton.  Should  there  be  any  limitations  or  a  cut-off  date 
though  to  sort  of  eliminate  the  johnny-come-lately  folks  who  per- 
haps, because  they  overcapitalized  and  overinvested,  caused  all  the 
problems?  Should  they  be  cut  out? 

Mr.  LUNDSTEN.  Well,  one  of  the  arguments  for  IFQs  is  that  you 
really  don't  have  to  cut  anybody  out.  That  is  one  of  the  academic 
arguments  that  I  have  heard — that  the  latecomers  get  something, 
as  opposed  to  license  limitation  where  you  have  a  situation  of  black 
and  white  like  an  on/off  switch — you  are  either  in  or  you  are  out. 
With  IFQs,  well,  a  guy  who  has  been  in  1  year  or  2  years  under 
a  5-year  qualifying  period  or  a  10-year  qualifying  period  is  still 
going  to  get  something.  And  maybe  he  won't  have  enough  to  fish, 
but  he  is  going  to  have  enough  to  sell  to  somebody  to  cover  the 
losses  of  not  being  able  to  fish.  He  will  be  paid  for  getting  out  of 
the  fishery,  and  he  will  be  paid  by  people  who  are  staying  in  the 
fishery  or  entering  it.  It  will  be  a  buy-back  program  funded  by  the 
fleet  itself,  by  the  industry,  not  by  any  Federal  program. 

Mr.  Manton.  Thank  you,  Mr.  Lundsten.  Mr.  Orr,  in  your  testi- 
mony, you  talk  about  placing  observers  on  every  vessel.  Who 
should  pay  for  these  observers? 

Mr.  Orr.  Well,  right  now  in  the  North  Pacific  there  are  observers 
on  all  of  the  groundfish  trawlers,  and  we  have  observers  on  each 
of  our  vessels,  and  the  industry  pays  for  them.  And  as  a  matter  of 
fact,  on  our  largest  boat,  the  Browns  Point,  during  the  CDQ  portion 
of  the  fishery,  we  have  two  observers  on  board.  And  I  think  that 
the  industry  is  willing  to  pay  the  costs  of  management  of  that  fish- 
ery, the  increased  costs  that  are  going  to  be  caused  by  an  IFQ  pro- 
gram, because  the  benefits  that  they  receive  from  such  a  program 
will  allow  them  to  cover  those  costs. 

Mr.  Manton.  Ms.  Gross,  would  it  be  fair  to  impose  the  costs  as- 
sociated with  what  you  refer  to  as  the  cadillac  of  fishery  manage- 
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ment  programs  on  your  members,  or  should  the  cost  be  placed  on 
those  who  sell  their  allocation  for  a  possible  windfall? 

Ms.  Gross.  Well,  first  of  all,  Mr.  Chairman,  my  members  are 
processors  so  they  were  cut  out  altogether  under  the  halibut  ITQ 
system.  It  is  only  now  that  we  are  talking  about  the  Bering  Sea, 
that  there  is  processor  concern  about  being  omitted  from  the  pro- 
gram, but,  in  fact,  my  members  are  omitted  from  the  halibut  ITQ 
program. 

But,  in  general,  I  suggest  that  we  probably  need  to  have  annual 
user  fees  assessed  to  the  industry  and  based  somehow  on  the  per- 
centage of  their  quota,  and  that  those  moneys  are  delegated  di- 
rectly to  the  ITQ  program  and  to  managing  it.  It  seems  not  a  lot 
different  to  me  than  charging  stumpage  fees,  and  we  certainly  do 
that  in  this  country,  for  timber  rights  or  grazing  fees  or  oil  leases, 
and  it  is  only  the  fishery  resources  that  we  have  been  pretty  much 
giving  away  for  free. 

Mr.  Manton.  Mr.  Smith,  as  part  of  your  testimony,  you  attach 
about  100  pages  of  addendum.  In  under  2  minutes,  can  you  please 
tell  us  what  these  addenda  demonstrate? 

Mr.  Smith.  Under  2  minutes?  That  is  cruel,  Mr.  Chairman.  I 
think  it  was  Mark  Twain  who  once  said,  "I  would  have  written  you 
a  short  letter,  but  I  didn't  have  time." 

The  first  of  these  contains  a  number  of  news  and  editorial  arti- 
cles which  basically  back  up  things  that  I  had  stated  in  my  testi- 
mony. Certain  elements  are  highlighted  so  you  can  find  them  eas- 
ily. There  is  a  portion  of  the  National  Agenda  of  the  Marine  Fish 
Conservation  Network  that  we  support  with  respect  to  minimizing 
bycatch  problems.  There  are  two  documents  by  the  National  Ma- 
rine Fisheries  Service  which  point  out  exactly  how  much  harvest 
and  discard  there  has  been  in  our  fisheries  in  the  North  Pacific.  I 
would  encourage  you  to  take  a  look  at  those  things  to  appreciate 
the  magnitude  of  our  bycatch  problem. 

The  second  document  has  to  do  with  selective  gear.  We  presented 
a  Petition  to  the  council  back  in  1991  which  has  produced  a  fishery 
management  plan  amendment  giving  some  preference  to  fixed  gear, 
or  at  least  dividing  the  cod  TAC  between  fixed  and  mobile  gear. 
Appended  to  that  is  a  synopsis  of  what  I  am  told  is  all  of  the  lit- 
erature in  English  addressing  or  comparing  hook-and-line  gear  to 
trawl  gear.  Pretty  interesting.  I  think  if  you  take  the  time  to 
browse  through  those  10  pages  or  so,  it  will  be  an  eye-opener  for 
you. 

There  are  some  documents  in  here  relating  to  some  videos  we  did 
on  careful  release.  We  have  developed  some  mechanism  for  releas- 
ing halibut  before  they  come  aboard.  Mr.  Manton,  I  am  going  to 
leave  several  copies  of  that  video  with  your  ofiice  in  case  folks  want 
to  borrow  them  to  see  them.  The  videos  are  on  Mars  right  now  I 
think,  where  Northwest  Airlines  delivered  them  last  night.  I  will 
get  them  to  you  as  soon  as  I  can.  Several  other  documents  are  in- 
cluded. I  encourage  you  to  take  a  look  at  the  last  one  by  a  gen- 
tleman named  Peter  Matthews  which  describes  what  happened  to 
Canadian  cod  stocks. 

The  final,  large  package  from  the  East  Coast  Fisheries  Founda- 
tion relates  to  the  report  done  by  the  National  Marine  Fisheries 
Service  on  the  surf  clam  and  ocean  quahog  ITQ  plan,  and  I  ask  you 
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folks  please  to  try  to  obtain  that  in  its  entirety  and  make  it  avail- 
able to  us. 

Mr.  Manton.  Thank  you.  I  am  going  to  exercise  the  prerogative 
of  the  Chair  and  ask  just  one  more  question  of  Mr.  lani.  Mr.  lani, 
how  do  you  believe  quotas  should  be  allocated,  and,  further,  how 
do  we  address  the  concern  that  current  ITQ  allocations  amount  to 
a  Federal  giveaway? 

Mr.  Iani.  Well,  I  guess  to  answer  your  second  question  first,  I  be- 
lieve that  is  what  it  is.  I  think  it  is  a  Federal  giveaway.  You  know, 
I  empathize  with  Mark  and  I  empathize  with  Bill  and  those  who 
are  out  there  fishing,  but  we  have  got  to  remember  it  is  a  public 
resource.  And  because  they  were  able  to  go  out  there  and  gather 
up  these  free  fish  and  make  a  pretty  good  living  at  doing  it  doesn't 
mean  they  have  the  historical  right  that  they  get  into  perpetuity. 

And  if  you  are  going  to  go  and  set  up  an  ITQ  program,  then  you 
must  equitably  allocate  to  everybody  who  has  taken  the  risk,  the 
financial  risk  and  the  expense  of  investing  in  the  fishery,  and  that 
is  why  I  think  it  needs  to  be  looked  at  very  carefully,  and  I  think 
processors  and  harvesters  and  communities  as  well  should  all  be 
involved  in  this,  if  you  are  going  to  do  it,  an  initial  Federal  give- 
away. 

Mr.  Manton.  Would  your  formula  include  people  who  are  cur- 
rently out  of  the  fishing  industry?  Let  us  say  they  are  out  2-3 
years,  but  they  had  been  in  the  industry  before.  Would  they  be  able 
to  come  in  now  and  make  a  claim  as  being  historic  participants  in 
a  fishery? 

Mr.  Iani.  You  know,  if  I  were  God,  and  I  am  not,  I  guess  my  em- 
phasis would  be,  if  you  are  going  to  an  ITQ  fishery,  you  would 
want  to  freeze  the  fishery  where  it  is  today.  Who  is  in  the  fishery 
today?  Who  is  here?  What  do  we  want  it  to  look  like  today?  Those 
who  have  gone  away  have  gone  away  for  whatever  reason.  It  would 
seem  to  me  to  be  unfair  to  now  give  them  a  windfall  for  history 
that  is  3  or  4  or  5  years  old. 

Mr.  Manton.  Thank  you.  And  I  will  turn  the  questions  over  to 
Mr.  Young. 

Mr.  Young.  Thank  you,  Mr.  Chairman.  I  was  interested,  Mr. 
Iani,  about  your  comment  about  a  giveaway.  I  hope  we  don't  get 
this  started  down  the  pike  on  those  that  are  supporting  the  IFQs 
or  itqs,  whatever  they  are,  because  in  reality  there  is  a  lot  of  prece- 
dent being  set  previous  to  the  fishing  issue — timber,  stumpage 
rates,  royalties,  oil  rates,  mining,  and  the  whole  bit — and  spectrum. 
It  ends  up  with  a  program  here  especially  those  that  have  the  ex- 
clusive rights  taking  something  and  really  basically  it  is  a  windfall. 
And  I  have  to  believe  Mr.  Iani  is  correct,  just  for  your  information, 
that  if  there  are  going  to  be  any  ITQs,  the  people  that  work  with 
the  system  as  established  now  have  to  be  included — all  inclusive. 

I  agree  with  Mr.  Iani  if  somebody  has  gotten  out  of  the  business, 
I  don't  think  he  should  be  allowed  back  in  it.  And  I  just  want  you 
to  understand  that  there  are  people  in  this  Congress  right  now  that 
are  looking  for  every  way  possible  to  raise  moneys.  Just  keep  that 
in  mind. 

But,  Mark,  you  made  two  statements  that  bother  me.  In  your 
written  statement,  you  said  that  there  is  no  property  right  attached 
to  granting  an  ITQ,  and  yet  in  your  closing  statement  you  say  at 
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least  those  that  have  something  out  of  it  they  could  sell  their  ITQ. 
Now,  is  that  contradictory  or 

Mr.  LUNDSTEN.  Well,  I  guess  I  assume  a  property  right  is  some- 
thing that,  you  know,  you  have,  and  the  Government  is  not  going 
to  take  it  away  from  you.  But  what  we  have  always  testified,  and 
I  think  I  speak  for  not  just  myself  but  our  whole  organization  of 
people  who  are  in  favor  of  IFQs  in  the  halibut  business,  we  want 
a  rational  fishery.  We  don't  want  a  giveaway.  We  will  do  anything 
we  can  to  get  rid  of  the  windfall  and  still  make  the  system  work. 
We  will  pay  our  way,  and  when  it  was  written  into  the  council  doc- 
uments, it  said  it  was  revocable  by  the  council.  Now,  to  me,  that 
means  that  can  be  taken  away  at  any  time.  That  is  part  of  the  law. 
It  is  part  of  the  deal.  And  I  agree  to  that.  I  am  pushing  for  that. 

Now,  the  way  it  works,  the  transferability  of  harvest  rights  I  see 
as  a  little  different  as  a  transferability  of  property.  It  is  like  owning 
a  house.  It  is  mine,  and  I  am  going  to  sue  somebody  if  they  try  to 
take  it  away  from  me.  It  says  right  on  the  document  the  way  I  un- 
derstand it,  and  I  am  not  an  attorney — the  way  I  understand  it  is 
it  is  not  a  permanent  deal  from  the  get-go.  It  could  be  taken  away 
by  the  council  if  they  decide  that  this  isn't  working.  It  can  be  al- 
tered, changed,  or  gotten  rid  of 

Mr.  Young.  OK.  But  now  let  us  say  that  you  have  these  IFQs 
or  ITQs.  It  gets  mixed  up  all  the  time.  Are  you  saying  that  you 
would  support  the  concept  that  your  shares  could  not  be  sold? 

Mr.  LuNDSTEN.  There  is  a  problem  with  that  in  the  economics  of 
it,  but  I  think  that  if  there  was  a  way  that  we  could  make  the  sys- 
tem work  without  me  getting  any  economic  benefit  from  the  sale 
of  that,  sure.  I  could  cite  instances  when  I  am  sure  Rod  has  heard 
me  testify  at  the  North  Pacific  Council  on  that  one. 

Mr.  Young.  See,  that  is  my  biggest  concern  right  up  front.  You 
know,  I  have  two  things  that  I  can  see  occurring.  In  the  first  place, 
I  am  not  sure  we  are  going  to  catch  any  less  fish,  number  1,  be- 
cause those  that  don't  have  the  appropriate  amount  to  be  economi- 
cal will  sell  their  quotas.  And  if  you  base  it  on  what  is  existing 
right  now — effort  taking  place  right  now,  you  are  still  going  to 
catch  a  sad  amount  of  fish.  It  just  means  that  those  who  catch 
them  will  make  a  little  more  money.  I  don't  think  you  are  going 
to  decrease  the  strain  on  the  species. 

But  I  have  watched  the  limited  entry  permit  which  we  have  had 
for  years,  and  the  amount  of  moneys  that  have  occurred  to  those 
that  had  tickets  and  sold  them  out  of  State,  and  that  was  never 
why  we  passed  the  limited  entry  permit.  If  you  look  at  the  percent- 
age in  Bristol  Bay  now,  a  huge  percent  of  those  permits  are  owned 
by  lawyers  and  doctors  and  politicians  and  people  like  that  who 
were  never  fishermen.  So  I  am  going  to  look  at  this  very  carefully, 
that  the  value  of  the  ITQ  granted  by  a  council  or  a  government  is 
not  only  a  windfall,  that,  in  fact,  it  eliminates  the  concentration. 
Like  I  say,  100  people  could  own  the  whole  halibut  fishery.  I  don't 
think  that  is  correct  either. 

Mr.  LuNDSTEN.  200  people  could  own  the  halibut  fishery,  and 
that  is  disregarding  the  block  system.  It  is  a  half  a  percent  for  hali- 
but. That  is  traditionally  what  we  had  in  the  1950's  and  1960's— 
about  200  boats.  And  the  block  system  that  has  been  put  in  is  actu- 
ally going  to  make  it  more  like  about  500.  There  are  going  to  be 
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a  whole  lot  of  small  boats  with  small  quotas  by  the  way  that  is  de- 
signed. 

Mr.  Young.  Mr.  Orr,  you  know,  it  was  the  factory  trawlers  if  I 
remember  right  who  were  the  biggest  supporters  of  the  Anti- 
Reflagging  Act,  and  if  I  heard  you  correctly,  you  said  that  the  Act 
has  caused  overcapitalization.  Are  you  suggesting  we  repeal  that 
Act? 

Mr.  Orr.  From  a  personal  standpoint,  sure.  I  would  be  for.  that. 

Mr.  Young.  You  would  like  to  repeal  the  Act  after 

Mr.  Orr.  I  would  be.  Our  boats  were  all  built  here  in  the  United 
States.  They  were  built  before  the  Act.  The  first  one  was  built  as 
a  joint  venture  boat  that  could  also  fish  in  the  factory  trawler  fleet 
because  we  couldn't  find  any  markets  ashore.  The  second  one  was 
built  in  Tacoma.  If  you  wanted  to  reconsider  that  as  a  way  to  get 
vessels  out  of  the  fishery,  I  guess  you  should  look  at  doing  that.  I 
think  that  it  will  be  fairer  to  people  that  have  come  into  the  fishery 
to  have  a  rational  buy-back  program,  and  that  is  part  of  an  IFQ/ 
ITQ  program.  It  is  a  market-based  buy-back  program,  in  essence, 
and  that  is  what  I  think  is  a  fairer  way  to  approach  that. 

Mr.  Young.  Not  to  be — maybe  my  hearing  is  bad — is  your  group 
for  or  against  the  ITQs? 

Mr.  Smith.  You  are  asking  me? 

Mr.  Young.  See,  I  am  just  simple.  I  want  you  to  say  yes  or  no, 
you  are  against  or  for. 

Mr.  Smith.  We  are  pretty  concerned,  Mr.  Young,  about  what  we 
see  going  on  right  now.  We  think  there  are  a  lot  of  people  out  there 
trying  to  do  a  slam  dunk  that  we  don't  like.  We  think  a  lot  of 
thought  needs  to  go  into  it.  There  are  a  whole  lot  of  unanswered 
questions  which  we  have  laid  out  in  some  detail  in  our  testimony. 
Ultimately,  it  may  prove  that  after  we  have  cleaned  these  fisheries 
up  and  made  them  make  more  sense  than  they  do  now,  then  an 
ITQ  system  would  make  sense.  But  we  think  that  in  our  current 
circumstance,  it  doesn't. 

Mr.  Young.  I  appreciate  that  because  that  is  what  I  thought  you 
said,  but  I  get  mixed  up  about  buy-backs  and  all  the  rest  of  it,  and 
I  was 

Mr.  Smith.  Yes.  You  know,  ITQs  may  prove  to  be  a  very  useful 
tool.  We  think,  given  our  circumstance  right  now  and  the  formulas 
that  are  being  proposed  and  whatnot,  it  is  not  necessarily  the  way 
to  go  at  this  moment.  There  are  a  lot  of  questions  that  need  to  be 
asked  first,  and  answered. 

Mr.  Young.  Well,  Mr.  Chairman,  I  have  a  couple  more  questions, 
but  I  am  not  in  a  big  rush  to  ask  them.  I  just  personally  have  got 
real — as  one  that  travels  the  State  of  Alaska  extensively,  I  have 
not  found  that  overwhelming  support  of  this  program,  although  I 
have  always  in  my  career  worked  on  the  idea  that  councils  actually 
should  be  the  managers,  not  necessarily  the  Congress.  But  it  is  dif- 
ficult for  me  to  see  where  this  is  going  to  benefit  any  species  reten- 
tion if  we  have  the  same  effort  now.  If  we  were  just  to  say,  all 
right,  no  more  boats,  we  would  do  the  same  thing — really  what  we 
would  do. 

But  it  means  that  everybody  else  would  have  to  fish  at  this  level 
right  now,  but  we  are  not  saying  that,  and  the  IFQ  is  what  we  are 
doing  is  saying,  you  know,  "Bill,  you  have  been  fishing  so  you  get. 
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to  me,  a  license  to  do  something  that  nobody  else  can  get,  and, 
quite  frankly,  you  may  not  be  making  as  much  money  now  as  you 
want  to  make  because  there  are  a  lot  of  competition  out  there."  But 
in  reality  I  have  never  been  happy  with  this  program,  and  I  have 
told  Clem  Tillion  and  everybody  else  this  so  it  is  nothing  new. 

But  I  am  going  to  go  with  the  council,  and  we  will  see  what  hap- 
pens, and  our  responsibility  is  to  review  this  as  far  as  we  can  to 
see  what  is  best  for  the  species  and  for  the  industry  and  for  those 
on  shore.  Now,  I  want  to  tell  you  right  up  front  where  I  am  coming 
from,  and  then  I  will  be  quiet,  Mr.  Chairman.  I  have  never  seen 
a  fish  vote  yet,  nor  have  I  seen  an  offshore  crewman  vote  yet,  and 
I  see  a  man  come  back  on  shore  and  participate  in  the  community, 
he  votes.  Now,  he  may  vote  against  me,  but  the  fact  of  the  matter 
is  he  has  got  something  to  say  about  what  I  am  doing. 

So  I  am  very  much  excited  about  making  sure  that  those  who 
have  invested  and  those  that  have  the  participation  of  on-shore  fa- 
cilities and  small  communities  that  they  retain  that  ability  to  do 
so,  and  that  includes  the  community  quotas  and  IFQs.  The  first 
guys  I  find  out  are  running  offshore  and  dumping  those  fish  on  for- 
eign freighters,  we  will  come  back  to  this  program.  Just  a  little, 
you  know,  heavy  lead  across  the  bow  once  a  while. 

Mr.  Manton.  Thank  you,  Mr.  Young,  and  my  thanks  to  the 
panel.  We  have  a  lot  of  questions,  but  we  have  another  full  panel 
and  we  would  like  to  try  to  get  everybody  out  of  here  by  about  5 
o'clock  if  we  can. 

Our  third  panel  will  consist  of  Dr.  Lee  Anderson,  Chairman,  Mid- 
Atlantic  Fishery  Management  Council  and  Program  Director,  Ma- 
rine Policy  Program,  College  of  Marine  Studies  at  the  University 
of  Delaware;  Mr.  Dave  Wallace,  President,  Wallace  and  Associates; 
Mr.  Wally  Gordon,  Mid-Atlantic  Foods;  Roger  McManus,  President, 
Center  for  Marine  Conservation;  and  Mr.  Rod  Fujita,  Environ- 
mental Defense  Fund.  And  we  will  start  off  with  Dr.  Anderson. 

STATEMENT  OF  DR.  LEE  G.  ANDERSON,  CHAIRMAN,  MID-AT- 
LANTIC FISHERY  MANAGEMENT  COUNCIL  AND  PROGRAM 
DIRECTOR,  MARINE  POLICY  PROGRAM,  COLLEGE  OF  MA- 
RINE STUDIES,  UNIVERSITY  OF  DELAWARE 

Mr.  Anderson.  Thank  you,  Mr.  Chairman.  I  would  like  to  say  at 
the  start  that  although  I  am  Chair  of  the  Mid-Atlantic  Council,  I 
am  speaking  on  my  own  behalf  here  today.  I  am  going  to  briefly 
summarize  my  longer  written  comments  which  I  have  presented. 

ITQ  regimes  distribute  harvest  rights  to  shares  of  a  biologically 
determined  total  allowable  catch  to  industry  participants.  As  such, 
they  are  a  significant  change  from  traditional  regulation.  However, 
property  rights  are  the  basis  of  all  other  natural  resource  manage- 
ment in  this  country  including  rangeland,  water,  minerals,  petro- 
leum, and  forest.  What  is  new  in  fisheries  with  ITQs  has  been  com- 
monplace in  other  resources  for  centuries. 

There  are  two  main  benefits  of  ITQs.  First,  a  quota-based  system 
is  better  suited  to  achieve  conservation  because  it  directly  limits 
catch.  Traditional  regulations  such  as  gear  restrictions,  closed  sea- 
sons, and  closed  areas  limit  the  way  individual  participants  may 
operate,  but  they  provide  a  very  loose  cap  on  total  harvests.  In  ad- 
dition, these  restrictions  can  have  untoward  effects  on  harvesting 
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and  processing  costs,  bycatch  levels,  and  crew  safety.  ITQs  also 
provide  incentives  for  ITQ  owners  to  support  conservation  because 
the  value  of  their  ITQs  depends  upon  the  health  of  the  stock. 

ITQs  also  reduce  administrative  detail  and  increase  operator 
flexibility.  This  lowers  government  costs  and  allows  participants  to 
reduce  costs  and  increase  market  value.  This  results  in  a  harvest- 
ing and  processing  capacity  more  closely  aligned  with  the  average 
annual  productivity  of  the  stock. 

The  benefits  of  ITQs  are  particularly  relevant  given  the  problems 
currently  facing  East  Coast  fisheries.  Because  most  stocks  are 
overfished,  councils  are  instituting  vessel  moratoria.  These  pro- 
grams place  participants  into  small  boxes  which  reduces  the  flexi- 
bility necessary  to  operate  profitably.  They  also  force  nonmoratoria 
boats  to  move  to  those  fisheries  with  no  entry  limitations  which 
can  exacerbate  management  problems  there.  A  comprehensive  ITQ 
program,  on  the  other  hand,  could  achieve  conservation  while  still 
providing  flexibility.  The  limits  would  be  on  total  mortality  of  each 
fish  stock,  not  on  which  boats  could  operate  in  each  fishery,  and 
how,  when,  and  where  they  could  fish.  The  boats  could  accumulate 
the  types  and  amounts  of  species  ITQ  which  best  suit  their  need. 

ITQs  could  also  play  an  important  part  of  rebuilding  programs. 
In  order  to  allow  stocks  to  grow,  fishing  mortality  has  to  be  re- 
duced, sometimes  by  large  amounts  for  long  periods.  This  can  be 
hard  on  existing  participants.  What  are  they  supposed  to  do  in  the 
meantime,  and  how  can  they  obtain  the  benefits  of  renewed  stocks 
if  they  go  broke?  If  participants  are  given  ITQs  based  on  a  percent- 
age of  the  TAG,  they  will  have  maximum  operational  flexibility 
during  rebuilding,  or  they  may  sell  their  rights  and  leave  the  fish- 
ery with  some  compensation. 

ITQs  can  help  achieve  conservation  goals  and  also  provide  finan- 
cial assistance  during  rebuilding.  In  addition,  they  can  help  to  en- 
sure that  those  who  bear  the  cost  of  rebuilding  can  achieve  some 
of  the  benefits,  and  with  tight  government  budgets,  the  financial 
assistance  can  be  provided  without  subsidies  or  grants. 

There  are  potential  drawbacks  to  ITQs.  Highgrading,  the  com- 
plexities of  use  in  multispecies  fisheries,  and  enforcement  costs  are 
frequently  mentioned.  The  point  is  that  all  management  techniques 
have  potential  shortcomings.  There  is  no  perfect  system.  The  issue 
today  is  not  who  can  provide  the  longest  list  of  advantages  or  dis- 
advantages of  ITQs;  rather,  it  is  whether  an  ITQ  system  which  is 
properly  designed  and  implemented  for  a  particular  fishery  has  the 
potential  to  better  achieve  conservation,  distribution,  and  efficiency 
objectives  than  does  the  current  system.  I  believe  that  for  many 
fisheries  ITQs  have  that  potential. 

Finally,  I  support  a  change  in  the  Act  that  would  permit  annual 
fees  on  ITQ  owners  or  the  use  of  auctions  or  other  means  of  ten- 
dering quota.  This  would  allow  for  compensation  for  the  transfer  of 
public  resources  to  private  hands.  However,  the  fee  structure 
should  be  explicitly  announced  from  the  start,  and  it  should  be  de- 
signed so  as  to  not  inhibit  owners  from  searching  for  less  costly 
ways  to  harvest,  process,  and  market  fish. 

It  would  also  be  beneficial  to  amend  the  Act  to  ensure  that  coun- 
cils consider  two  critical  issues  as  they  deliberate  ITQs.  First,  the 
financial  distribution  aspects  of  the  initial  allocation  of  quota  goes 
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beyond  merely  who  gets  the  harvest  right.  In  an  overcapitalized 
fishery  where  there  is  more  harvesting  and  processing  capacity 
than  is  necessary  and  where  the  capital  is  specific  to  that  industry, 
those  who  do  not  receive  quota  can  suffer  decreases  in  the  value 
of  their  capital.  To  ensure  an  equitable  allocation,  all  segments  of 
the  industry,  including  processors,  should  have  an  equal  oppor- 
tunity to  obtain  quota. 

Second,  the  security  of  the  harvest  right  is  critical  for  ITQ  own- 
ers to  have  the  incentives  to  conserve  the  stock  and  to  seek  effi- 
ciency gains.  Therefore,  it  is  important  that  everything  be  thought 
out  in  advance.  While  it  is  necessary  to  make  corrections  for  sig- 
nificant mistakes,  unnecessary  fine-tuning  must  be  avoided.  Quota 
owners  must  be  protected  from  unwarranted  changes  which  di- 
rectly affect  their  right.  For  example,  if  owners  fear  that  new  en- 
trants will  be  granted  a  share  of  the  TAC  or  that  user  fees  or 
changes  in  reporting  or  enforcement  requirements  will  be  intro- 
duced ex  post,  the  beneficial  incentives  of  ITQs  will  be  diminished. 

In  closing,  I  believe  changes  in  the  law  to  limit  the  application 
of  ITQs  would  be  counterproductive.  While  ITQs  may  not  be  suit- 
able for  all  fisheries,  restrictions  on  their  use  could  prevent  their 
adoption  where  they  produce  beneficial  results.  The  Act  and  other 
applicable  law  already  provide  ample  safeguards  against  the  indis- 
criminate use  of  any  management  regime  including  ITQs.  Councils 
should  be  able  to  consider  the  full  range  of  management  options  so 
that  they  may  have  every  opportunity  to  select  the  one  which  best 
achieves  the  purposes  of  the  Magnuson  Act. 

Thank  you  for  inviting  me,  and  I  will  be  happy  to  answer  any 
questions. 

[Statement  of  Mr.  Anderson  can  be  found  at  the  end  of  the  hear- 
ing.] 

Mr.  Manton.  Thank  you.  Dr.  Anderson.  Our  next  witness  will  be 
Mr.  Dave  Wallace. 

STATEMENT  OF  DAVID  H.  WALLACE,  JR.,  PRESIDENT, 
WALLACE  AND  ASSOCIATES 

Mr.  Wallace.  Yes.  Thank  you,  Mr.  Chairman.  My  name  is  David 
Wallace.  I  am  here  representing  the  Atlantic  Surf  Clam  Ocean 
Quahog  Ad  Hoc  Committee.  We  represent  the  majority  of  the  proc- 
essors in  the  industry  and  a  large  portion  of  the  allocation  holders 
of  the  industry. 

The  history  of  the  surf  clam  industry  is  very  interesting,  in  that 
back  in  1972  we  recognized  that  it  was  essential  to  control  fishing 
of  the  resource.  We  had  overfished  the  resource  on  a  number  of  oc- 
casions, and  it  was  absolutely  necessary  to  control  the  harvest.  We 
were  working  with  the  State  and  Federal  program  to  try  to  facili- 
tate this  cause.  The  Magnuson  Act  in  1976  gave  us  the  tool  to  im- 
plement a  regulation.  In  1977,  the  Surf  Clam  Management  Act  was 
the  first  federally  managed  fishery  to  go  into  effect.  The  fishery 
was  based  on  a  stringent  quota  based  on  the  best  scientific  infor- 
mation available  and  maximum  sustainable  yield. 

The  fishery  closures  were  implemented  when  the  quota  was 
caught;  a  moratorium  on  new  entrants  into  the  fishery,  closed 
areas,  restricted  fishing  times,  and  later  a  size  limit.  Overfishing 
of  the  industry  at  that  time  was  restrained. 
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An  amendment  made  to  the  surf  clam  management  plan  went 
into  effect  3  years  ago.  It  changed  the  system  from  a  time-based 
allocation  system  to  an  individual  transferable  quota.  A  number  of 
participants  in  the  fishery,  particularly  the  processors,  opposed  it. 
The  changes  in  the  management  plan  were  dramatic  from  day  one. 
In  the  first  day,  the  fishing  fleet  was  dramatically  reduced  and 
within  3  months  had  been  reduced  by  at  least  50  percent. 

The  consolidation  of  the  fishery  took  out  of  the  overcapitalization 
and  built  in  efficiency.  This  all  was  accomplished  without  any  cost 
to  the  government  and  helped  control  and  support  the  quota  within 
that  system.  There  is  no  incentive  for  the  participants  to  push  for 
higher  quotas  when  they  can  make  a  living,  number  1,  and,  num- 
ber 2,  their  vessels  are  fully  employed. 

The  advantages  of  the  ITQ  system  are  major.  First  of  all,  you  do 
not  overfish  the  resource.  Since  the  industry  does  not  have  excess 
capacity,  then  it  is  very,  very  positive  for  the  owners  of  the  alloca- 
tion not  to  go  for  overfishing  of  the  resource. 

Under  the  time  allocation  systems,  we  went  to  a  very  stringent 
quota  because  the  fish  areas  had  been  overfished,  and  the  lower 
quotas  allowed  the  resource  to  recover.  The  objective  is  for  stability 
now  and  in  the  future.  Under  the  time  allocation  system,  the  clam 
industry  did  not  have  any  flexibility.  When  the  resources  changed, 
the  regulations  had  to  be  adjusted.  That  was  the  reason  for  so 
many  amendments  to  the  FMP. 

Under  the  ITQ  system,  we  have  a  lot  of  flexibility  in  operating 
the  business  without  government  intervention.  Thus,  we  do  also 
not  need  any  additional  amendments  to  the  surf  clam  ocean  quahog 
management  plan.  The  allocation  owner's  freedom  to  transfer  allo- 
cation is  its  chief  advantage.  Today,  more  than  two-thirds  of  all  the 
clams  are  caught  by  vessels  who  have  no  financial  connection  with 
the  owner  of  the  allocation. 

However,  today  we  have  a  serious  problem.  NOAA  general  coun- 
sel has  advised  the  industry  that  they  are  going  to  impose  alloca- 
tion sanctions  on  the  industry.  Today,  the  industry  is  in  shock.  The 
proposed  allocation  sanction,  because  there  is  no  property  right  of 
this,  then  completely  eliminates  the  possibility  of  being  able  to  fi- 
nance our  allocation. 

With  an  administrative  change,  the  entire  surf  clam  ocean  qua- 
hog management  plan  has  become  untenable  because  the  ability  for 
small  operators  to  be  able  to  finance  purchases  of  allocation  have 
disappeared.  Only  large  corporations  can  find  the  money  outside  of 
the  system. 

The  typical  clam  operation  trade  is  that  the  allocation  is  released 
to  a  processor,  to  another  vessel  owner,  and  then  is  caught  by  even 
a  third  vessel,  the  allocation  owner  not  knowing  who  is  even  going 
to  catch  their  allocation. 

The  reality  of  the  system  is  that  surf  clam  allocations  and  alloca- 
tion sanctions  are  very  detrimental  to  the  system.  We  also  have 
amendment  9  to  the  surf  clam  ocean  quahog  management  plan. 
Amendment  9  takes  away  and  undermines  the  system  because  it 
allows  nonparticipants  access  to  the  fishery  which  undermines  the 
very  right  of  the  allocation. 

In  conclusion,  the  facts  are  sort  of  simple.  The  National  Marine 
Fisheries   Service,  because  of  its   enforcement  actions,   has  been 


42 

pushing  for  tighter  and  tighter  controls  when  amendment  8  was 
designed  to  get  the  government  out  of  operations.  Now,  we  suggest 
that  no  fishery  implement  an  ITQ  plan  until  Congress  decides  if 
they  want  to  have  a  situation  where  after  the  rules  have  been 
made  the  National  Marine  Fisheries  Service  steps  in  and  changes 
the  rules  undermining  the  whole  system  and  jeopardizing  the  wel- 
fare of  all  the  participants.  Thank  you. 

[Statement  of  Mr.  Wallace  can  be  found  at  the  end  of  the  hear- 
ing.] 

Mr.  Manton.  Thank  you,  Mr.  Wallace.  Our  next  witness  is  Mr. 
Wally  Gordon,  Mid-Atlantic  Foods. 

STATEMENT  OF  WALTER  M.  GORDON,  JR.,  PRESIDENT,  MID- 
ATLANTIC  FOODS,  INC. 

Mr.  Gordon.  Thank  you,  Mr.  Chairman.  I  first  got  in  the  clam 
business  in  1980.  Two  years  later,  I  formed  Mid-Atlantic  Foods  for 
the  purpose  of  canning  clams,  clam  juice,  and  clam  chowder.  It  is 
a  family  corporation,  and  I  am  the  principal  stockholder.  We  sell 
internationally,  and  we  believe  that  we  are  probably  the  second 
largest  supplier  of  canned  clam  products  to  the  food  service  indus- 
try. We  are  located  in  Pocomoke  City,  Maryland.  We  employ  67 
people,  and  we  are  a  major  employer  in  our  community.  Less  than 
a  year  ago,  we  formed  another  corporation  in  New  Bedford.  We  em- 
ploy 50  people  up  there  for  the  purpose  of  shucking  and  processing 
frozen  and  fresh  clams. 

I  am  a  regional  vice  president  and  am  on  the  Board  of  Directors 
of  National  Fisheries  Institute,  and  I  am  an  appointed  member  of 
the  Industry  Advisory  Council  to  the  Mid-Atlantic  Fisheries  Man- 
agement Council.  I  wish  that  Congressman  Young  were  here  to 
hear  me  say  that  I  also  vote. 

I  can't  tell  you  everything  that  is  wrong  with  ITQs  under  amend- 
ment 8  in  5  minutes.  I  have  opposed  ITQs  as  implemented  in  the 
clam  business  from  the  beginning.  I  have  always  stood  up  and  said 
I  support  independent  fishermen,  and  this  plan  does  not  support 
independent  fishermen. 

When  this  was  implemented,  only  one  processor  advocated  this, 
and  they  stood  to  gain  great  allocations  through  vessels  they 
owned.  Most  of  the  fishermen  opposed  this  plan,  and  I  am  going 
to  feel  better  after  I  tell  you  that  this  was  crammed  down  our 
throats.  The  objectives  of  this,  as  they  sold  to  us,  was  that  this  will 
(a)  reduce  the  management  costs  and  (b)  get  the  government  out 
of  the  clam  business.  To  reduce  enforcement  costs,  we  were  going 
to  have  people  running  around  in  Pintos  checking  the  clam  tags 
rather  than  having  people  at  sea  in  helicopters  and  all  that. 

(c)  It  was  to  reduce  the  overcapitalization  in  the  industry,  and 
based  on  these  three  things,  I  have  to  tell  you  that  this  plan  is  a 
spectacular  failure.  NMFS  just  can't  seem  to  let  it  alone.  We  still 
have  at-sea  enforcement,  and  I  have  heard  several  comments  today 
about  overcapitalization  and  this  being  reduced,  and  that  is  not  the 
case  at  all.  Certainly  we  have  reduced  overcapitalization  in  the 
fishing  fleet,  but  for  every  dollar  that  we  have  taken  out  of  the 
fishing  fleet,  we  have  turned  around  and  put  it  back  on  the  proc- 
essors in  the  industry  and  on  the  American  public. 
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And  let  me  just  tell  you  at  today's  prices  what  it  costs  me.  Let 
me  tell  you  what  NMFS  gave  away.  NMFS  gave  away  $145  million 
worth  of  ITQs,  and  they  gave  it  away.  Now,  that  is  what  it  would 
cost  me  at  the  prices  I  would  have  to  pay  today.  A  person  that  was 
given  1  percent  of  the  surf  clam  industry  at  the  prices  I  am  paying 
can  retire  with  $200,000  a  year  as  long  as  this  plan  is  in  effect.  He 
doesn't  have  to  do  a  thing,  and  the  American  consumers  are  paying 
this  bill. 

Now,  this  money  is  not  going  back  into  habitat  improvement.  It 
is  not  going  to  stock  assessment.  It  is  not  going  to  clean  up  the  en- 
vironment. It  is  going  out  of  the  industry.  It  is  gone  money.  And 
how  has  that  affected  my  business?  My  cost  of  ocean  quahogs  is  up 
by  a  third.  My  cost  of  surf  clams  is  up  better  than  50  percent.  I 
am  getting  squeezed  out  of  the  EEZ  clams.  I  can't  buy  them  from 
the  good  suppliers  that  I  have  had  over  the  years  because  of 
leveraging  schemes  by  big  corporations  that  come  in  and  have  the 
assets  to  buy  the  ITQs.  I  am  being  forced  to  use  lower  quality 
clams,  and  go  further  to  get  them.  The  quality  of  my  product,  and 
that  is  the  way  I  built  my  business,  is  not  what  it  ought  to  be. 

And  what  has  happened  to  my  competitors?  Well,  the  one  proc- 
essor that  I  told  you  was  in  favor  of  this  has  sold  out  and  is  gone. 
They  are  not  even  in  the  business  anymore.  And  when  they  sold 
out  their  quota,  all  the  big  manufacturers  (or  other  players  that 
had  money)  were  in  danger  of  losing  their  supply.  They  were  in 
danger  of  people  coming  in  and  buying  their  quota.  So  they  said 
we  better  go  out  and  buy  these  ITQs  or  we  are  going  to  be  out  of 
business. 

The  problem  is  that  an  independent  processor  like  myself  cannot 
go  out  and  borrow  the  money  to  do  it.  Large  corporations  are  the 
only  ones  that  I  am  aware  of  that  have  been  able  to  finance  either 
directly  or  through  loans  that  let  people  come  in  and  buy  these 
ITQs  and  then  use  them  as  leverage.  Amendment  8  has  also 
opened  the  way  for  foreign  corporations,  and  they  are  doing  it 
today,  to  come  in  and  buy  the  rights  to  this  American  resource. 

Now,  the  cost  of  ITQs  to  me  as  an  independent  processor  is  just 
ridiculous.  It  would  cost  me  one  and  a  half  to  two  and  a  half  times 
my  annual  gross  sales  just  to  go  out  and  buy  the  right  to  buy  or 
get  the  clams  that  I  need.  These  are  not  bankable.  When  this  thing 
first  came  in,  there  was  a  lot  of  talk  about  this  being  a  property 
right,  and  it  is  not  a  property  right. 

A  bank  won't  lend  me  10  cents  to  buy  allocation.  A  competitor 
who  has  money  can  come  in  and  buy  the  allocation,  go  to  one  of 
my  fishermen  who  has  been  fishing  for  me  for  years,  and  the  man 
has  ITQ  to  fish  for  6  months  of  each  year  and  he  is  out  of  ITQ. 
They  would  go  to  him  and  they  say,  "I  will  tell  you  what,  Joe.  You 
fish  your  ITQ,  and  you  sell  it  to  me,  and  I  will  let  you  fish  an  equal 
number  of  my  tags,  and  you  can  fish  your  boat  all  year."  Gentle- 
men, that  is  not  a  very  hard  decision  to  make  at  all.  I  know  what 
I  would  do. 

Mr.  Wallace  has  talked  about  NMFS  and  continually  tweaking 
the  industry.  You  know,  I  will  tell  you  every  time  I  get  a  notice 
from  NMFS  that  they  are  proposing  something,  I  want  to  say,  "Oh, 
no.  Please  don't  help  me  again."  And  you  have  to  stop  messing  with 
it.  OK?  And  I  am  not  here  to  tell  you  that  ITQs  won't  work,  but 
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I  am  here  to  tell  you  that  ITQs  in  the  surf  clam  industry  won't 
work.  The  way  they  have  been  implemented  in  this  surf  clam  in- 
dustry is  not  right.  It  is  going  to  lead  to  bigger  businesses,  and  ver- 
tically integrated  players  and  contract  vessels. 

And  I  see  I  am  about  to  get  electrocuted  here,  but  I  have  eight 
quick  things  on  one  page,  if  I  can  fmish.  My  recommendations,  if 
you  are  going  to  use  ITQs  to  manage  the  fishery:  (1)  They  have  to 
be  bankable.  And  everybody  here  today  is  saying  it  is  not  a  perma- 
nent deal.  Well,  if  is  not  a  permanent  deal,  it  is  not  bankable.  (2) 
It  ought  to  have  limited  ownership.  You  talked  today  about  100  or 
200  people  in  the  halibut  fishery.  OK?  I  heard  a  comment  made  in 
the  room  earlier  that  five  people  control  90  percent  of  the  quahog 
quota  in  this  country.  I  would  tell  you  that  (3)  I  think  that  if  you 
are  going  to  own  quota  you  ought  to  own  a  vessel.  Maybe  the  vessel 
ought  to  be  the  one  that  owns  a  quota.  OK?  Let  us  put  the  men 
that  have  to  send  men  to  sea  and  have  to  take  care  of  the  boat — 
let  us  let  them  own  the  quota.  (4)  The  value  of  these  quotas  ought 
to  be  in  the  right  to  fish,  OK,  free  of  government  harassment  and 
rules  and  regulations,  rather  than  in  the  right  to  speculate  on  the 
value.  (5)  We  need  a  method  to  prevent  price  manipulation.  Cur- 
rently, somebody  can  use  or  leave  the  clams  on  the  bottom.  You 
heard  that  one  corporation  owned  35  percent  of  the  quota.  If  they 
don't  use  their  quota,  they  can  leave  those  clams  on  the  bottom, 
and  I  can't  get  to  them.  I  can  run  out  in  October  and  be  sitting 
there  waiting  while  they  take  my  customers  away  because  they 
have  the  allocation  and  I  don't.  (6)  They  need  to  be  distributed  fair- 
ly. It  is  a  windfall  profit  to  some  and  an  undue  burden  to  others. 
Perhaps  you  need  to  have  some  kind  of  an  initial  cost  or  something 
that  would  help  set  the  market  value  on  these  ITQs. 

And,  last,  they  need  to  be  suited  to  the  fishery  that  they  man- 
aged. 

I  thank  you  for  hearing  my  comments. 

[Statement  of  Mr.  Gordon  can  be  found  at  the  end  of  the  hear- 
ing.] 

Mr.  Manton.  Thank  you,  Mr.  Gordon.  Mr.  Roger  McManus, 
President,  Center  for  Marine  Conservation. 

STATEMENT  OF  ROGER  MCMANUS,  PRESIDENT,  CENTER  FOR 
MARINE  CONSERVATION 

Mr.  McManus.  Thank  you,  Mr.  Chairman.  I  am  the  President  for 
the  Center  for  Marine  Conservation.  I  am  very  pleased  to  be  here 
with  you  today.  Appreciating  our  time  limitations  this  afternoon,  I 
request  that  my  full,  written  testimony  and  its  attachments,  which 
you  have  received,  be  included  in  the  hearing  record  in  addition  to 
my  comments  now.  This  testimony  is  significantly  less  than  that  of- 
fered by  Mr.  Smith  so  I  hope  this  will  be  all  right. 

I  want  to  first  emphasize  that  the  Center  supports  the  consider- 
ation of  individual  transferable  quotas  as  a  tool  for  limited  access. 
Even  its  most  ardent  supporters,  however,  would  constrain  its  ap- 
plication based  on  certain  prerequisites  and  conditions  for  particu- 
lar fisheries  on  a  case-by-case  basis.  The  Center's  own  policies  re- 
garding our  determination  whether  to  support  or  counter  ITQ 
schemes  are  embodied  in  part  in  the  materials  included  in  my  writ- 
ten testimony.  I  commend  your  attention,  too,  to  our  recent  publi- 
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cation  with  World  Wildlife  Fund  regarding  limited  access  including 
ITQs  as  a  reference  during  your  deliberations  on  this  issue. 

Based  on  uncertainty  about  the  status  of  ITQs  as  property  rights, 
the  Center  opposed  the  Department  of  Commerce's  recent  final  rule 
to  establish  ITQ  systems  on  halibut  and  sablefish.  Our  concerns 
were  based  on  widespread  confusion  concerning  whether  ITQs  rep- 
resent property  rights  or  harvest  privileges.  Those  concerns  were 
addressed  in  NOAA's  final  rule  in  the  letter  to  us  from  NOAA's  Un- 
dersecretary, Dr.  James  Baker. 

In  part.  Dr.  Baker's  letter  reads  that,  "This  Administration  does 
not  advocate  privatization  of  public  living  marine  resources.  The 
establishment  of  ITQs  does  not  confer  private  property  rights."  We 
agree  with  this  policy  and  appreciate  the  clarity  in  which  our  con- 
cerns have  been  addressed.  We  would  urge  the  Subcommittee  and 
the  Congress  as  a  whole  to  affirm  this  policy  through  the  process 
of  the  reauthorization  of  the  Magnuson  Act  to  guard  against  unnec- 
essary future  legal  disputes  regarding  title  to  the  public's  marine 
fishery  resources. 

Nevertheless,  we  remain  opposed  to  the  November  9  rule  at  least 
until  Congress  moves  to  modify  the  Magnuson  Act  to  ensure  that 
the  public  is  compensated  by  the  fishing  industry  for  its  use  of  the 
public's  fishery  resources,  particularly  considering  the  windfall  op- 
portunities for  quota  holders  and  additional  public  management  ex- 
pense incurred  because  of  the  ITQ  schemes. 

The  funds  needed  to  administer  ITQ  schemes  have  to  come  from 
somewhere,  and  we  are  particularly  concerned  that  they  will  come 
at  the  expense  of  other  marine  resource  management  needs.  And 
I  would  add,  Mr.  Chairman,  in  my  view,  those  fees  need  to  go  be- 
yond simple  management  for  that  particular  program.  We  are  in 
the  process  here  of  providing  a  public  resource  for  which  the  public 
should  be  compensated.  Congress  should  make  it  clear  to  the  De- 
partment of  Commerce  that  it  should  wait  until  this  body  provides 
the  Department  with  such  authority  before  any  further  quotas  are 
distributed  or  new  ITQ  schemes  are  adopted. 

Speculation  on  the  advantages  of  ITQs  is  just  that,  speculation. 
Like  all  seemingly  good  hypotheses,  it  needs  to  be  tested  and  ana- 
lyzed carefully  before  we  rush  to  embrace  it  as  proven  theory.  Per- 
haps the  most  lauded  example  of  ITQ  success  stories  is  that  of  the 
wreckfish  plan,  but  the  most  recent  government  analysis  of  that 
fishery  basically  concludes  that  the  signs  of  hope  for  that  plan  can- 
not be  attributed  to  the  ITQ  scheme.  Moreover,  the  objectives  for 
the  plan  largely  address  issues  unrelated  to  the  actual  conservation 
and  management  needs  of  the  stock. 

Our  concern  is  basically  with  those  management  needs,  and  I 
call  your  attention  to  NOAA's  1992  characterization  of  the  status 
of  the  wreckfish  fishery  as  fully  utilized.  But  NOAA  doesn't  know 
its  current  potential  yield,  nor  does  it  know  its  long-term  potential 
yield.  A  more  recent  NOAA  evaluation  notes  in  part  that  the 
present  scarcity  of  life  history,  fishing  trend,  and  population  level 
data  argue  strongly  for  a  very  conservative  approach  to  the 
wreckfish  fishery  development  and  management. 

In  raising  these  concerns,  I  am  not  arguing  at  this  time  against 
the  ITQ  plan  for  wreckfish  or  even  the  careful  development  of  such 
plans  for  other  fisheries.  But  we  need  to  proceed  cautiously  and 
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critically.  By  no  one's  estimation  are  ITQs  the  answer  to  our  fish- 
ery management  problems.  The  heart  of  these  problems,  at  least 
for  fisheries  where  fishing  mortality  is  the  major  management  fac- 
tor, is  the  setting  and  enforcement  of  total  allowable  catch,  TACs. 
We  simply  have  not  been  conservative  enough  in  our  management 
practices.  Billions  of  dollars  are  lost  annually  to  the  American  econ- 
omy because  of  the  depleted  status  of  our  fishery  resources,  and 
that  money  signifies  the  loss  of  thousands  of  jobs  and  hardship  on 
families.  The  history  of  our  fisheries  provides  clear  testimony  to  the 
fact  that  we  have  failed  to  manage  these  resources  conservatively 
enough. 

Congress  needs  to  amend  the  Magnuson  Act  to  ensure  that  TACs 
are  set  in  a  manner  that  will  best  ensure  the  long-term  productiv- 
ity and  sustainability  of  our  fishery  resources.  And  parenthetically, 
I  would  argue,  Mr.  Chairman,  that  since  Federal  policy  really  has 
led  to  the  mining  of  the  fishery  resources,  we  should  consider  seri- 
ously Federal  policy  to  assist  those  people  and  their  communities 
who  are  now  suffering  because  of  the  resource  losses,  and  I  ap- 
plaud the  current  efforts  by  NOAA  to  do  just  that. 

Finally,  Mr.  Chairman,  in  all  due  respect.  Congress  needs  to  re- 
strain itself  from  interceding  in  conservative  management  practices 
by  NOAA.  We  need  to  resist  running  up  our  fishery  resource  credit 
card  for  good  times  now,  to  ensure  stable  times  for  the  future. 
Thank  you  very  much. 

[Statement  of  Mr.  McManus  can  be  found  at  the  end  of  the  hear- 
ing.] 

Mr.  Manton.  Thank  you,  Mr.  McManus.  Our  last  witness  is  Mr. 
Rod  Fujita.  Am  I  pronouncing  it  right? 

Mr.  Fujita.  That  is  correct,  Mr.  Chairman.  Thank  you. 

Mr.  Manton.  Representing  the  Environmental  Defense  Fund. 

STATEMENT  OF  RODNEY  M.  FUJITA,  ENVIRONMENTAL 
DEFENSE  FUND 

Mr.  Fujita.  Good  afternoon,  and  thanks  for  inviting  me  to  testify 
on  ITQs  briefly  this  afternoon.  We  have  submitted  more  detailed 
written  testimony  for  the  record.  My  name  is  Rod  Fujita.  I  am  a 
marine  ecologist  with  the  Environmental  Defense  Fund,  a  non- 
profit, nongovernmental  organization  that  uses  science,  economics, 
and  the  law  to  create  lasting  solutions  to  environmental  problems. 
EDF  has  six  offices  around  the  Nation  and  a  quarter  million  mem- 
bers. 

I  think  one's  opinion  on  whether  ITQs  are  a  useful  tool  for  solv- 
ing fisheries  problems  depends  to  a  large  degree  on  one's  diagnosis 
of  the  problems.  What  are  the  causes  of  the  collapse  of  fishery  after 
fishery  in  the  United  States?  Bad  judgment  by  fishery  managers, 
greed,  and  even  corruption  have  no  doubt  played  roles.  However, 
we  at  EDF  believe  that  more  fundamental  economic  pressures  un- 
derlie the  obvious  and  immediate  causes.  While  a  whole  universe 
of  complex  factors  motivates  fishing  behavior,  we  think  it  is  unde- 
niable that  conventional  open-access  fishery  management  has  cre- 
ated economic  incentives  to  overfish,  incentives  too  strong  for  even 
well-intentioned  fishers  and  managers  to  resist. 

Because  our  research  indicates  that  ITQs  replace  these  destruc- 
tive incentives  with  incentives  for  stewardship,  EDF  has  concluded 
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that  ITQs  represent  a  promising  fishery  management  tool  that 
Congress  should  support,  though  cautiously.  EDF  staff  have  re- 
cently authored  a  detailed  report  on  ITQ-based  fishery  manage- 
ment. EDF's  report,  currently  in  draft  form  and  being  circulated  for 
comment,  elucidates  the  pros  and  cons  of  ITQs. 

From  our  investigation,  it  is  clear  that  ITQs  eliminate  the  incen- 
tives to  race  for  fish  that  you  have  heard  so  much  about  today,  a 
destructive  characteristic  of  open-access  management.  ITQs  also 
create  strong  incentives  among  quota-holding  fishermen  to  support 
management  decisions  that  enhance  conservation  and  stewardship. 
As  a  result,  ITQs  reduce  pressure  on  managers  to  compromise  the 
health  of  fish  populations  as  to  avert  short-term  economic  crisis. 
ITQs  achieve  this  result  by  increasing  profits,  stabilizing  revenues, 
and  increasing  the  predictability  of  management,  and  there  is 
strong  evidence  that  ITQs  work  in  the  real  world,  not  just  in  the- 
ory. 

Some  of  the  failings  that  critics  have  attributed  to  ITQs  are,  in 
fact,  failings  that  plague  all  forms  of  fishery  management  including 
inadequate  enforcement,  inadequate  assessment,  data-fouling, 
cheating,  highgrading,  and  dumping.  ITQs  do  appear  to  create  in- 
centives for  highgrading,  but  it  must  be  recognized  that  trip  limits, 
commonly  used  to  extend  seasons  under  open  access,  also  result  in 
extensive  highgrading. 

EDF  has  concluded  that  many  of  the  problems  that  have  arisen 
in  ITQ  programs  can  be  solved  by  carefully  choosing  fisheries  for 
ITQ  management  and  by  better  ITQ  program  design  and  imple- 
mentation. ITQs  are  probably  not  suitable  for  all  fisheries.  Further, 
ITQ  implementation  in  the  United  States  should  proceed  only 
under  a  firm  mandate  to  achieve  maximum  long-term  conservation 
benefits  and  only  with  a  much  broader  public  involvement. 

EDF  strongly  supports  the  legislative  proposals  of  the  Marine 
Fish  Conservation  Network  for  amending  and  strengthening  the 
Magnuson  Act.  In  addition  to  other  proposals  by  the  Network  for 
needed  reforms  in  this  Act,  we  support  the  network's  proposal  to 
eliminate  the  existing  prohibition  against  charging  fees  that  exceed 
certain  limited  administrative  costs.  This  amendment  would  allow 
the  direct  beneficiaries  of  fishery  management  to  shoulder  a  fair 
share  of  the  cost  of  research,  management,  and  enforcement. 

The  amendment  would  also  allow  assessments  on  the  economic 
or  capital  value  of  ITQs  which  should  form  the  principal  source  of 
revenue  to  cover  ITQ  program  costs.  It  would  also  enable  regional 
fishery  management  councils  to  use  auctions  where  appropriate  in 
the  initial  allocation  of  quota  shares. 

Now,  in  conclusion,  in  addition  to  amending  the  Magnuson  Act 
that  we  had  proposed  earlier  in  this  testimony,  EDF  recommends 
that  Congress  take  two  specific  actions  to  address  ITQs.  First,  im- 
pose a  temporary  moratorium  of  one  year  initially  on  the  initiation 
of  new  ITQ  programs  in  U.S. -managed  fisheries.  Second,  establish 
a  carefully  designed  ITQ  pilot  study.  These  steps  would  allow  fish- 
ery managers  to  learn  from  closely  monitored  experience  with  a 
limited  number  of  new  ITQ  experiments  as  well  as  with  those  few 
that  are  ongoing  in  this  country  before  the  use  of  ITQs  in  the  Unit- 
ed States  is  allowed  to  expand  further. 
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We  suggest  that  Congress  immediately  convene  an  expert  panel 
which  includes  conservation  interests  building  on  the  team  that 
produced  the  National  ITQ  Study  report.  This  panel  would  estab- 
lish the  factors  that  should  be  considered  in  selecting  fisheries  for 
ITQ  management  and  designing  ITQ  programs  so  that  conservation 
benefits  are  maximized. 

EDF's  draft  report  on  ITQs  includes  specific  proposals  for  such 
selection  considerations  and  design  criteria,  and  other  authors  have 
made  similar  proposals,  all  of  which  could  help  inform  the  panel's 
effort.  The  panel  should  adopt  preliminary  guidelines  as  soon  as 
possible  and  revise  them  periodically  as  more  is  learned  from  the 
ITQ  pilot  study.  The  guidelines  would  be  used  to  establish  pilot 
ITQ  programs  in  several  U.S.  fisheries.  The  panel  would  evaluate 
the  pilot  study  and  the  moratorium  annually  to  decide  whether  to 
recommend  to  the  Secretary  of  Commerce  to  extend  the  morato- 
rium, lift  it,  or  modify  it. 

ITQs  are  the  most  promising  fishery  management  tool  on  the  ho- 
rizon. They  will  only  be  effective,  however,  within  a  framework 
that  includes  mandatory  ecologically  based  TACs,  aggressive  fish 
population  rebuilding  targets,  tough  enforcement,  collection  of  solid 
data  on  which  management  tools  work  and  which  don't,  new  pro- 
tections for  marine  habitat,  and  continuing  use  of  conventional 
tools  like  restrictions  on  nonselective  and  destructive  gear.  The  link 
between  a  healthy  ecosystem  and  a  healthy  economy  could  not  be 
clearer  than  it  is  in  the  case  of  fisheries.  ITQs  could  help  us 
achieve  both  if  they  are  carefully  crafted.  Thanks  for  the  oppor- 
tunity to  present  testimony. 

[Statement  of  Mr.  Fujita  can  be  found  at  the  end  of  the  hearing.] 

Mr.  Manton.  Thank  you,  Mr.  Fujita.  We  will  now  go  to  a  round 
of  questioning.  Dr.  Anderson,  you  argue  that  instituting  fees  on  an 
ongoing  system  would  unfairly  destroy  the  capital  value  of  quota 
holders.  Do  you  believe  the  government  is  constrained  from  taking 
any  action  that  would  reduce  the  capital  value  of  that  benefit,  why 
do  you  see  fees  as  being  unfair  in  this  instance,  and  why  do  you 
feel  they  would  destroy  the  capital  of  quota  holders?  It  is  a  long 
question. 

Mr.  Anderson.  Yes.  Congressman,  the  key  word  in  that  question 
is  on  an  ongoing  system.  As  I  said  in  my  testimony,  I  am  in  favor 
of  having  fees  on  a  program  to  get  some  of  the — so  you  can  com- 
pensate the  public.  The  issue  deals  with  the  nature  of  the  property 
right.  If  it  is  going  to  provide  the  incentives  for  conservation  and 
for  efficiency,  it  has  to  be  a  fairly  stable  right,  and  so  I  would  say 
that,  yes,  go  ahead  and  do  it  up  front,  but  let  people  know  that 
those  taxes  will  be  there.  If  some  person  goes  out  and  buys  ITQ 
under  the  impression  that  there  are  no  fees,  they  are  implemented 
thereafter,  the  discounted  value  of  those  fees  will  be — the  reduction 
in  the  capital  value  of  the  asset  will  be  equal  to  the  discounted 
value  of  those  fees. 

And  you  specifically  ask,  is  the  government  constrained  from  tak- 
ing any  action  that  would  reduce  the  capital  value?  Obviously,  it 
is  not  constrained  from  it,  but  I  would  caution  against  that  be- 
cause, again,  one  of  the  advantages  of  ITQs  is  a  stable  property 
right.  So  I  would  argue  for  everything  possible  to  keep  that  right 
as  stable  as  possible. 
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Mr.  Manton.  Thank  you,  Dr.  Anderson.  Mr.  Gordon,  you  may 
have  already  answered  this  in  your  testimony,  but  I  am  going  to 
ask  it  again  to  make  sure  I  fully  understand  your  point.  In  your 
testimony,  you  estimate  a  new  entrant  into  the  fishery  would  have 
to  spend  $2.5  million  for  an  ITQ.  Similarly,  you  estimate  the  in- 
come a  retired  fisherman  could  get  from  the  sale  of  his  ITQ.  How 
do  you  arrive  at  that  estimate? 

Mr.  Gordon.  Well,  first  of  all,  $200,000  a  year,  1  percent  of  the 
surf  clam  quota,  would  be  about  28,500  bushels.  If  you  multiply 
that  times  the  rental  fees  that  are  currently  in  the  market  range 
(anywhere  from  $7  to  $8.65),  you  are  going  to  come  up  with  a  num- 
ber that  is  pretty  close  to  $200,000  or  far  exceeds  it.  As  far  as  my 
comment  about  $2.5  million,  I  tried  to  relate  to  you,  gentlemen, 
what  it  takes  to  start  out.  A  man  comes  out  of  high  school  and  goes 
to  work  in  the  fishing  industry.  He  starts  out  working  on  the  deck 
of  a  vessel,  and  he  works  his  way  up  through  mate  and  captain, 
and  decides  one  day  he  wants  to  buy  a  boat  and  be  his  own  inde- 
pendent fisherman. 

Before  amendment  8  was  in  effect,  he  could  go  out  and  buy  a 
boat,  and  he  could  buy  one  of  the  better  boats  in  the  industry  for 
three-quarters  of  a  million  to  a  million  dollars.  We  are  on  a  time- 
based  system,  and  you  had  the  permits  to  go  out  and  fish  as  much 
as  you  could  fish  during  the  allowable  time. 

Now,  if  he  bought  a  boat — there  were  boats  available  for  less 
than  three-quarters  of  a  million  dollars — but  he  went  out  and 
bought  a  good  boat,  he  should  be  able  to  fish  about  35,000  bushels 
of  surf  clams  in  a  year.  You  could  fish  24  days  a  year,  and  it  wasn't 
unusual  for  a  boat  to  get  1500  or  1600  bushels  on  a  trip,  and  if 
you  multiply  that  times  what  the  rights  to  the  bushels  are  selling 
for  today,  and  then  add  to  that  what  he  could  catch  with  quahogs — 
he  could  go  out  and  catch  maybe  150,000  bushels  of  quahogs  be- 
cause they  were  not  so  much  on  a  limited  time — ^you  could  fish  so 
it  was  just  about  7  days  a  week — it  wasn't  unreasonable  for  a  man 
to  catch  150,000  bushels  of  those. 

You  multiply  that  times  what  quahogs  and  surf  clams  are  selling 
for  now,  you  get  around  $2.5  million.  And  that  doesn't  cover  all  the 
costs — he  still  has  to  go  buy  the  boat.  OK?  All  he  has  done  is  buy 
the  rights.  $2.5  million  just  buys  him  the  right  to  go  out  and  fish 
for  the  quahogs  and  surf  clams  and  then  sell  the  catch.  Before,  all 
you  had  to  do  was  pay  the  three-quarters  of  a  million  dollars,  and 
he  got  the  licenses  and  everjrthing,  and  it  was  up  to  him  to  go  catch 
them  in  the  allowable  time. 

Mr.  Manton.  I  think  you  also  said  that  there  is  a  concentration 
of  90  or  95  percent  of  the  allocated  ITQ  shares  in  the  hands  of  100 
individuals? 

Mr.  Gordon.  I  said  I  would  hope  there  would  be  100  individuals 
involved  in  this.  I  heard  a  comment  in  the  room  earlier  that — I 
guess  I  am  not  really  ready  to  testify  to  this,  but  it  is  very  close 
to  that — that  5  people  own  a  very  high  percentage  of  the  quahog 
quota.  I  mean,  there  was  testimony 

Mr.  Manton.  They  get  their  ITQ  shares  by  acquisition?  After  the 
quotas  were  set,  they  bought  other  people  out? 

Mr.  Gordon.  Some  did.  Some  did.  Some  were  given  these  alloca- 
tions early  on.  They  traded  them  back  and  forth  amongst  them- 
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selves,  but  any  person  that  went  out  and  bought  surf  clam  alloca- 
tion had  to  have  some  kind  of  financial  backing.  I  mean,  it  is  im- 
possible for  me  as  an  independent  processor  to  go  out  and  buy  allo- 
cation. I  have  tried  to  do  it.  I  have  tried  to  do  it  for  3  years. 

I  will  tell  you  a  quick  story.  I  had  a  man — I  kept  him  out  of 
bankruptcy.  His  bank  came  to  me  and  said,  "Can  you  give  this  man 
market?"-a  fishing  man  out  of  Ocean  City,  Maryland.  I  gave  him 
market,  and  I  let  him  fish  for  me  for  4  or  5  years.  He  built  himself 
a  nice  quota  under  this  on  both  quahogs  and  ocean  clams. 

And  when  the  time  came  and  he  got  his  allocation,  he  was  get- 
ting elderly,  and  he  was  having  trouble  with  his  boat,  and  he  came 
to  me  and  said,  "Mr.  Gordon,  I  am  going  to  get  out  of  this."  And 
he  said,  "You  have  been  good  to  me,  and  you  have  been  a  good 
market  for  me,  and  I  am  going  to  give  you  first  option  on  selling 
my  boat  and  my  quota."  And  he  offered  me  the  deal  for  $1.7  million 
for  the  boat  and  for  the  allocation  that  he  wanted  to  sell. 

And  I  went  to  my  bank,  and  I  said,  "This  has  been  a  long-term 
supplier  of  mine,  and  I  need  to  buy  this  out  to  protect  my  supply." 
And  they  said,  "Wally,  we  are  not  going  to  lend  you  $1.7  million 
to  buy  a  fishing  boat  and,  by  the  way,  what  is  an  ITQ?  You  mean 
the  Government  can  take  it  away?"  And  so  consequently  I  lost  that 
man  as  a  major  source  of  supply. 

And  it  has  not  just  happened  once  to  me,  it  has  happened  a  num- 
ber of  times  because  I  don't  have  the  resources  to  go  to — another 
division  of  a  corporation  to  draw  on.  I  would  buy  it.  OK?  If  the  Gov- 
ernment would  lend  me  the  money,  I  would  spend  $20  million 
today.  I  would  sign  my  name  to  buy  allocation.  If  somebody  would 
lend  me  the  money,  I  would  put  up  everything  I  own  to  buy  that. 
If  you  would  tell  me  that  you  would  not  tamper  with  the  rules,  OK, 
and  if  you  could  lend  me  the  money,  I  would  go  do  that.  I  will  play 
the  game.  OK?  Let  us  just  make  it  fair. 

Mr.  Manton.  And  what  you  are  saying  is  that  banks  don't  recog- 
nize any  intrinsic  value  in  something  that  may  very  well  be  tem- 
porary? 

Mr.  Gordon.  Not  even  after  they  stop  laughing. 

Mr.  Manton.  Mr.  Wallace,  tell  us  about  that  amendment  number 
9  you  referred  to  in  your  testimony.  If  I  understand  you  correctly, 
it  takes  away  council  jurisdiction  and  gives  it  to  the  State  of  Maine. 
Is  that  some  kind  of  parochial  amendment  that  came  from  some- 
where? 

Mr.  Wallace.  Well,  yes.  It  is  a  secretarial  amendment  actually. 
The  National  Marine  Fisheries  Service  wrote  it.  Just  before  amend- 
ment 8  went  into  effect,  the  Coast  Guard  happened  to  catch  a  nurn- 
ber  of  Maine  quahog  fishermen  fishing  outside  the  3-mile  limit  in 
the  EEZ.  The  State  of  Maine  had  always  advised  the  clam  indus- 
try, the  Surf  Clam  Ocean  Quahog  Management  Plan  Group  and 
the  National  Marine  Fisheries  Service  that  these  were  in  shore  wa- 
ters, clams,  and  that  they  were  being  caught  in  State  waters  only 
under  the  control  of  the  State. 

Through  political  pressure  when  the  ITQ  system  went  into  effect, 
they  were  not  allocated  resource  because,  number  1,  they  didn't 
have  permits  which  they  could  have  gotten,  and,  number  2,  they 
did  not  file  the  logbooks  and  report  the  clams  as  EEZ  clams.  If  they 
had,  they  would  have  been  allocated  the  resource.  They  have  devel- 
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oped  some  political  pressure.  They  today  still  operate  in  the  EEZ. 
They  catch  clams  under  an  experimental  fishery  outside  of  amend- 
ment 8. 

This  new  system  that  was  written  will  franchise  them  to  be  able 
to  fish  in  the  EEZ  with  no  controls  from  the  Federal  Government 
other  than  the  Federal  Government  authorizes  the  State  to  regu- 
late the  fishery.  We  feel  that  this  is  the  classic  example  of  a  fishery 
that  was  overfished,  was  unregulated.  Then  when  it  collapses,  they 
look  to  a  regulated  fishery  that  has  shepherded  their  resource  and 
have  gone  through  all  of  the  grief  and  aggravation  of  working  at 
a  lower  cost  or  on  lower  allocations  to  rebuild  the  stocks.  And  we 
think  that  this  is  a  very  bad  idea  because  once  you  start  changing 
the  system  and  amending  the  system,  then  the  whole  thing  will 
just  collapse. 

Mr.  Manton.  Thank  you,  Mr.  Wallace.  Mr.  Fujita,  you  mention 
in  your  testimony  that  you  think  there  ought  to  be  a  moratorium 
for  1  year  on  the  establishment  of  ITQs.  Tell  us  something  about 
that  proposal.  Why  1  year?  And  the  pilot  program  that  you  men- 
tioned, should  we  legislate  that  or  how  would  we  get  that  under- 
way? 

Mr.  FuJiTA.  The  reason  for  a  moratorium,  in  my  view,  is  that 
there  is  considerable  room  for  improvement  in  ITQ  program  design. 
Our  concern  is  that  councils  are  implementing  ITQ  systems  for 
some  of  the  wrong  reasons.  There  is  an  excessive  focus  on  increas- 
ing economic  efficiency.  There  is  an  excessive  focus  on  protecting 
fisheries  resources  from  ITQ  programs  in  other  areas.  ITA  pro- 
grams in  Canada  and  the  North  Pacific,  for  example,  provided 
much  of  the  motivation  for  establishing  an  ITQ  system  for  related 
fisheries  managed  by  the  Pacific  Fisheries  Management  Council 
down  south. 

So  we  think  that  it  is  a  good  idea  to  wait  for  a  while,  look  at 
what  we  have  learned  in  the  United  States  and  around  the  world, 
and  try  to  apply  those  lessons  in  a  more  systematic  way  to  ITQ  de- 
velopment in  this  county. 

And  the  pilot  program  idea  is  a  way  to  try  to  do  that,  rather  than 
for  NMFS  or  Congress  to  tell  the  councils  that  they  must  imple- 
ment ITQs.  The  pilot  program  would  provide  some  guidance.  An 
independent  panel  would  come  together  and  specify  what  factors 
are  important  to  consider  when  you  design  these  ITQ  programs 
and  factor  in  the  conservation  benefits  that  can  be  attached  to 
these  programs.  That  is  pretty  much  the  concept  that  we  envision. 

Mr.  Manton.  Thank  you,  Mr.  Fujita.  And  I  guess  our  last  ques- 
tion to  Mr.  McManus  is  regarding  bycatch.  Now,  what  impact  do 
ITQs  have  on  bycatch,  and  what  about  highgrading  under  an  ITQ 
regime?  Is  this  a  greater  problem  with  ITQ  systems  than  in  an 
open-access  fishery? 

Mr.  McManus.  Mr.  Chairman,  with  regards  to  bycatch,  I  think 
the  controversy  about  ITQs  has  illustrated  in  part  that  it  is  not  a 
perfect  solution  for  all  fishery  problems,  and  it  is  not  going  to  ad- 
dress a  bycatch  problem  unless  we  have  specific  incentives  and  ef- 
forts to  reduce  bycatch. 

Now,  earlier  I  think  there  were  some  good  points  made  with  re- 
gard to  the  fact  that  ITQs  possibly  can  spread  out  effort  and,  there- 
fore, make  fishermen  or  allow  fishermen  to  choose  where  and  when 
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they  are  fishing  more  freely  and  thereby  reduce  bycatch  in  that 
Hght.  So  certainly  they  are  not  going  to  be  racing  as  much  and  may 
be  able  to  avoid  as  much  bycatch.  I  don't  think  that  is  the  total  so- 
lution to  bycatch,  and  we  need  to  look  at  bycatch  as  a  separate 
issue  from  that  perspective. 

With  regard  to — I  am  sorry — the  second  question? 

Mr.  Manton.  What  about  highgrading? 

Mr.  McManus.  Oh,  highgrading.  Well,  as  was  pointed  out  earlier 
as  well,  highgrading  is  not  a  problem  that  is  exclusive  with  ITQs. 
It  can  happen  with  limited  trips  or  other  limitations,  but  it  is  a 
problem,  and  it  is  a  problem  that  is  going  to  require  enforcement. 
I  find  it  very  difficult  in  this  hearing  to  hear  very  distinct  dif- 
ferences of  views  about  the  costs  of  implementing  ITQs.  One  of  the 
costs  will  be  a  larger  overall  enforcement  effort  particularly  with 
regards  to  highgrading,  and  that  is  going  to  have  to  be  looked  at 
very  carefully  in  implementing  these  programs  in  the  future. 

Mr.  Manton.  Thank  you.  That  concludes  our  panel  and  all  busi- 
ness of  the  Subcommittee  for  the  day.  I  would  ask  unanimous  con- 
sent that  the  hearing  record  remain  open  for  submission  of  addi- 
tional materials  and  responses  to  written  questions  members  may 
have  for  today's  witnesses.  Without  objection,  it  is  so  ordered.  This 
meeting  is  adjourned. 

[Whereupon,  at  4:45  p.m.,  the  Subcommittee  was  adjourned,  and 
the  following  was  submitted  for  the  record:! 
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MERCHANT  MARINE  AND  FISHERIES  COMMITTEE 

U.S.  HOUSE  OF  REPRESENTATIVES 

FEBRUARY  9,    1994 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

My  neune  is  Holland  Schmitten.   I  am  the  Assistant  Administrator 
for  Fisheries  of  the  National  Marine  Fisheries  Service  (NMFS) , 
National  Oceanic  and  Atmospheric  Administration  (NCAA),  U.S. 
Department  of  Commerce  (Department) .   I  appreciate  the 
opportunity  to  appear  before  this  Subcommittee  to  present  the 
Department's  views  on  Individual  Transferable  Quotas  (ITQs) . 

I  want  to  emphasize  that  I  view  ITQs  as  one  of  several  available 
tools  for  use  in  the  management  and  conservation  of  our  Nation's 
fisheries.   Should  the  affected  fishing  community  seek  to  explore 
ITQs,  the  Councils  should  develop  an  appropriate  ITQ  program.   If 
an  ITQ-type  program  is  desirable,  the  Department  will  lend  its 
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full  support  and  technical  expertise  to  ensure  that  any  such 
program  will  be  effective  in  conserving  the  Nation's  fishery 
resources,  addressing  the  needs  of  the  fishing  industry,  and 
producing  benefits  for  the  Nation.   ITQ  management  has  many 
positive  features,  and  we  support  their  use  for  certain 
fisheries. 

The  councils  increasingly  are  choosing  to  control  access  to 
fisheries  in  order  to  discourage  overcapitalization,  which  has 
eroded  the  economic  benefits  from  many  of  the  Nation's  fisheries. 
In  fact,  many  fisheries  now  are  subject  to  some  form  of  access 
control.   However,  the  costs  of  implementing,  monitoring,  and 
enforcing  ITQ  programs  are  significant.   Such  costs,  often 
several  million  dollars  a  year,  cannot  be  absorbed,  and  the 
Department  is  reviewing  proposals  which  would  recover  these  costs 
from  the  beneficiaries  of  specific  ITQ  programs. 

Background 

We  are  witnessing  a  unique  point  in  the  history  of  the  Nation's 
fishery  resources  and  their  management.   While  the  President 
seeks  to  reinvent  government,  we,  who  oversee  the  management  of 
our  living  marine  resources  —  resources  that  belong  to  the 
people  of  this  Nation  as  a  whole  —  must  seek  new  ways  to  manage 
those  resources.   More  and  more,  fishery  managers  are  forced  to 
curtail  and  even  halt  fishing  for  many  of  our  most  important 
species.   The  time  has  come  to  discuss  alternate  management 
programs . 

Ocean  fish  and  shellfish  are  the  last  public  resource  that  can  be 
used  for  private  gain  by  anyone  who  can  obtain  a  vessel  and  the 
necessary  gear.   Because  of  a  proliferation  of  vessels  and  gear, 
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including  many  "high-tech"  improvements,  traditional  fisheries 
management  has  been  directed  to  setting  quotas,  closed  seasons 
and  areas,  fish  size  limits,  and  gear  restrictions  in  attempts  to 
conserve  fish  stocks.   When  fish  stocks  were  large,  relative  to 
the  number  and  technological  prowess  of  fishermen,  such  direct 
output  controls  on  the  number  of  fish  caught,  and  input  controls 
on  the  efficiency  of  fishermen,  were  adequate.   However,  the 
value  of  fish  in  today's  markets  has  attracted  large  numbers  of 
technologically  advanced  fishermen  into  fishing  on  the  same  or 
even  smaller  stocks  of  fish.   The  result  has  been  a  race  for 
fish,  with  entire  yearly  quotas  of  some  species  being  taken  in  a 
few  hours. 

The  halibut  fishery  off  Alaska  is  the  most  dramatic  example  of 
this.   Under  open  access,  the  fishing  fleet  grew  from  2,900 
vessels  in  1981  to  about  4,400  vessels  in  1991,  and  the  fishing 
season  was  compressed  from  more  than  120  days  in  1975  to  one  48- 
hour  opening  with  trip  limits  in  1992.   Early  investors  have  seen 
their  profits  diluted  or  eliminated  by  new  entrants.   The 
ultimate  loser  is  the  public  who  is  forced  to  buy  frozen  halibut 
except  for  a  few  weeks  a  year,  or  to  buy  Canadian  halibut  offered 
year  round  under  a  new  ITQ  program. 

New  entrants  to  many  fisheries  have  learned  that  the  costs  and 
returns  that  seemed  so  attractive  when  only  a  few  were  fishing 
will  not  support  capital  investments  under  a  stampede  of 
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fishermen.   Meanwhile,  the  public  spends  more  and  more  tax 
revenue  simply  to  conserve  and  manage  the  fish  under  seemingly 
chaotic  conditions.   Managers  are  faced  with  pressure  from 
financially  stressed  fishermen  to  increase  quotas,  relax  gear 
restrictions,  and  allocate  fish.   At  the  same  time,  managers  must 
exercise  responsible  stewardship. 

One  management  scheme  is  to  assign  negotiable  shares  of  the  total 
allowable  catch  to  individuals.   These  individual  transferable 
quotas  (ITQs)  would  be  tradable  in  free  and  competitive  markets, 
similar  to  land  or  business  franchises.   After  an  initial 
distribution  of  ITQs,  the  market  would  allocate  fishing  rights 
among  individuals  according  to  who  could  use  them  most 
efficiently.   The  adoption  of  ITQ  programs  represents  a  dramatic 
and  fundamental  change  in  U.S.  fisheries  management.   This  change 
is  occurring  in  many  fisheries  world-wide. 

Advantages  and  Disadvantages 

There  are  a  number  of  good  reasons  for  fisheries  managers  to 
consider  an  ITQ  system  to  allocate  fishing  privileges.   On  the 
face  of  it,  an  ITQ  program  would  allow  individuals  to  enter  a 
fishery  by  purchasing  ITQ,  and  then  use  the  most  efficient 
methods  and  times  to  take  their  share  of  the  allowable  catch. 
The  race  for  fish  would  be  reduced,  fishermen  would  be  free  to 
match  their  investment  in  capital  equipment  with  the  quota  shares 
held,  and  the  extra  capital  could  be  employed  in  more  productive 
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uses  elsewhere  in  the  economy.   Fishermen  choosing  to  leave  the 
fishery  will  have  the  incentive  and  financial  ability  to  do  so 
through  the  sale  of  their  quota  shares.   The  sale  of  shares  to 
other  participants  would  reduce  overcapitalization  in  the 
fishery.   We  would  expect  to  see  improved  safety  for  fishermen, 
reduced  gear  loss  and  "ghost"  fishing,  better  quality/higher 
valued  products,  more  consistent  availability  in  the  market 
place,  and  reduced  bycatch.   Fishermen  would  also  have  a  vested 
interest  in  protecting  the  fish  and  seeing  their  fisheries 
managed  efficiently  in  order  to  maintain  the  value  of  their  ITQ. 
Fewer  and  more  refined  rules  would  conserve  the  fish  'stocks.   The 
public  would  benefit  in  the  long  run  from  lower  management  costs, 
more  and  fresher  fish  available,  and  a  more  efficient  use  of  the 
human  and  capital  resources  available  to  produce  fish  and  related 
goods  and  services  valued  by  society. 

Although  this  sounds  good,  it  does  not  work  for  all  fisheries. 
There  can  be  complications  that  must  be  recognized  and  resolved 
before  implementing  an  ITQ  program,  including  initial 
allocations,  government  start  up  costs,  and  the  need  for  improved 
enforcement.   The  initial  allocation  of  rights  to  ITQs  can  be  a 
contentious  issue,  because  this  allocation  is  a  principal  factor 
in  determining  the  benefits  to  be  realized  by  individual  share 
holders  in  the  early  stages  of  implementation.   Depending  on  how 
the  initial  allocations  of  quota  are  made,  implementation  of  an 
ITQ  system  can  initially  be  disruptive  to  participants  and  local 
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coimnunities.   Even  the  Federal  government  will  be  affected.   It 
will  need  to  modify  and  possibly  increase  its  enforcement  role, 
as  well  as  efforts  to  monitor  catches  relative  to  individual 
quota  shares,  develop  a  registry  and  system  of  tracking 
ownership,  and  facilitate  the  sale  or  lease  of  quotas.   The 
effectiveness  of  the  program  largely  will  be  determined  by  the 
acceptance  of  the  program  by  industry.   Without  the  assistance  of 
industry  in  accurately  reporting  landings  and  complying  with  the 
program,  the  system  may  become  unmanageable. 

NOAA  has  experienced  indications  of  success  in  two  ITQ  programs 
implemented  on  the  east  coast,  and  now  is  in  the  process  of 
implementing  a  third  program  in  Alaska.   The  Mid-Atlantic  Fishery 
Management  Council  developed,  and  the  Secretary  implemented,  an 
ITQ  system  for  surf  clams  and  ocean  quahogs  in  1991.   The  South 
Atlantic  Fishery  Management  Council  has  developed  a  similar  ITQ 
system  for  wreckfish,  implemented  in  1992.   Although  it  is  still 
early  in  the  implementation  phase  for  both  programs, 
overcapitalization  in  both  fisheries  has  been  reduced  greatly. 
In  the  surf  clam  and  ocean  quahog  fishery  the  total  number  of 
vessels  operating  in  the  fishery  has  declined  from  131  in  1990 
(the  year  before  the  program  was  implemented)  to  63  vessels  in 
1993.   The  number  of  vessels  in  the  wreckfish  fishery  has 
declined  also,  falling  from  52  vessels  that  initially  qualified 
for  participation  in  the  program  to  only  19  vessels  during  the 
1993-94  season. 
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A  less  flexible  transferable  Individual  Fishing  Quota  (IFQ) 
program  for  the  fixed  gear  halibut  and  sablefish  fisheries  in 
Alaska  has  been  approved  and  we  have  begun  the  activities 
necessary  to  implement  the  program.   These  fisheries  will  be  much 
more  difficult  to  manage  because  there  are  about  5,000  vessels 
operating  in  the  two  fisheries.   I  should  also  point  out  that  all 
eight  Councils  are  currently  considering  limited  access  programs 
of  one  form  or  another  for  many  of  our  most  important  fisheries. 

Although  we  often  focus  on  the  plight  of  individual  fishermen  or 
vessel  owners  in  overcapitalized  fisheries,  we  must  not  ignore 
the  potential  effects  of  ITQ-type  programs  on  local  communities 
that  consist  of  homogeneous  groups  of  small  operators  within 
relatively  small  areas  with  natural  boundaries.    These 
communities  often  are  characterized  by  few  available  processing 
facilities,  huge  transportation  costs  to  market,  prohibitively 
expensive  capital  costs,  and  overwhelming  competition  from  large 
vessels.   Because  of  these  conditions,  fishermen  located  in  some 
small  communities  can  be  virtually  locked  out  of  the  fisheries 
under  a  purely  competitive  program.   In  such  cases,  it  may  be 
prudent  to  allow  these  communities,  with  their  local  operators, 
to  participate  directly  in  the  management  of  the  resource  through 
allocations  of  community  development  quotas  (CDQ) . 

Each  year,  a  certain  percentage  of  the  total  quota  could  be  set 
aside  as  a  CDQ,  which  in  turn  would  be  divided  among  eligible 
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communities.   Once  a  community  is  granted  its  CDQ,  it  is  up  to 
the  community  to  distribute  its  quota  share  among  local 
fishermen.   Such  a  CDQ  system  has  been  employed  in  the  Alaska 
pollock  fishery  of  the  Bering  Sea  and  Aleutian  Islands.   During 
1993,  a  community  quota  of  7.5  percent  of  the  pollock  total 
allowable  catch  was  established  and  distributed  among  6  eligible 
Alaskan  community  complexes.   A  similar  community  quota  program 
was  established  in  the  recently  approved  IFQ  program  for  Pacific 
halibut  and  sablefish  fisheries  off  Alaska. 

Changes  in  Current  Law 

Although  the  subject  of  a  working  group  on  fishery  fees 
commissioned  by  this  committee,  we  would  highlight  the  need  for 
legislative  changes  to  provide  authority  for  the  assessment  of 
fees.   These  fees  could  be  used  to  support  management  needs  to 
implement  effective  ITQ  programs,  such  as  increased  monitoring  of 
catches,  systems  for  tracking  ownership,  and  improved  enforcement 
to  ensure  fair  and  effective  management.   Fees  also  could  be 
assessed  to  recover  economic  rents  from  the  use  of  these  publicly 
owned  resources,  thus  ensuring  a  return  to  the  general  public. 

Challenges 

The  development  and  implementation  of  limited  access  programs 
pose  significant  challenges  to  the  Councils  and  NMFS.   The 
immediate  challenge  is  to  design  systems  that  are  both  fair  and 
equitable  to  the  interested  parties.   Within  this  design,  the 
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three  most  contentious  elements  are  usually  the  initial 
allocation  of  quota,  rules  for  trading,  and  rules  that,  if 
applied,  would  limit  the  consolidation  of  quota.   Initial 
allocations  must  be  developed  in  close  consultation  with  the 
industry  and  may  be  based  on  historic  dependence,  equity,  current 
investments,  vessel  size,  auctions  or  lotteries.   It  is  important 
to  alleviate  the  concern  that  some  will  obtain  disproportionately 
larger  shares  than  others.   It  also  is  important  to  address  the 
issue  of  whether  crews  as  well  as  vessel  owners  have  claims  to 
quotas,  particularly  in  fisheries  where  they  bear  a  significant 
share  of  risk.   The  concern  that  fishing  rights  will  be 
substantially  redistributed  or  consolidated  needs  to  be  addressed 
by  working  with  affected  groups  to  define  appropriate  social  and 
economic  goals  that  will  be  met  by  restricting  trading  between 
regions,  communities,  gear  types,  or  other  appropriate  units,  if 
necessary. 

The  next  major  challenge  is  to  design  and  implement  systems  for 
tracking  landings  and  quota  trading  on  a  real  time  basis.   If 
ITQs  —  or  any  other  quota  system  —  are  to  be  monitored  and 
enforced  adequately  and  the  participants  are  to  be  given  as  much 
flexibility  as  possible  to  manage  their  fishing  operations,  then 
landings  against  quota  and  quota  transactions  must  be  recorded 
instantaneously.   Particularly  in  fisheries  in  which  a  large 
number  of  vessels  operate,  a  system  to  facilitate  the  sale  or 
lease  of  quota  shares  may  also  have  to  be  developed.   This 


62 


information  should  be  freely  available  to  members  of  the  industry 
and  ovmers  of  shares,  and  should  provide  a  forum  to  bring  buyers 
and  sellers  together  to  promote  a  free,  competitive  market  for 
shares.   One  solution  would  be  to  use  automated  electronic  data 
recording  systems. 

Similarly,  there  is  a  need  for  comprehensive  and  reliable 
software  to  enable  timely  access  to  selected  data  sets  and 
summary  information  by  fisheries  personnel  having  a  wide 
diversity  of  uses  for  the  data  (e.g.,  stock  assessments,  real- 
time quota  monitoring,  cross-validation,  investigations,  and 
enforcement  activities) . 

The  main  challenge  to  NMFS  scientists  will  be  to  improve  the 
agency's  research  and  stock  assessment  capability  so  as  to 
increase  the  precision  of  existing  assessments,  to  update 
existing  assessments  more  frequently,  and  possibly  to  conduct 
assessments  on  a  larger  number  of  species  not  now  done.   In  order 
to  evaluate  the  success  of  ITQ  management  programs,  it  will  also 
be  necessary  to  provide  for  social  and  economic  factor  analyses 
and  data  collection  programs. 

Theoretically,  ITQ  systems  should  reduce  the  tendency  toward 
overcapitalization,  and  should  more  closely  match  fishing 
capacity  to  the  productive  capacity  of  the  resource.   However, 
this  will  not  happen  if  harvest  levels  routinely  exceed  the  total 
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allowable  quota  because  of  violations  of  ITQs,  if  poaching  by 
non-quota  holders  is  not  dealt  with,  and  if  highgrading  or 
bycatch  from  other  fisheries  reduces  the  yield  of  the  resource. 
For  ITQs  to  achieve  their  conservation  and  economic  objectives, 
enforcement  must  monitor  compliance  by  individual  quota  owners  or 
companies.   A  related  challenge  is  to  ensure  that  penalties  for 
violations  are  sufficiently  severe  to  act  as  deterrents. 

Potential  Burdens 

If  we  are  to  meet  the  challenges  of  this  new  direction  in 
fisheries  management  we  must  be  prepared  to  accept  the  burdens 
that  it  will  impose  on  both  the  Councils  and  NMFS.   The  task  of 
sorting  through  numerous  variations,  options,  and  nuances  of 
alternative  limited  access  programs,  not  to  mention  other 
alternatives  not  involving  limited  access,  can  be  almost 
overwhelming  for  the  Councils.   Similarly,  NMFS's 
responsibilities  for  providing  technical  and  scientific  support 
to  the  Councils;  implementing  approved  programs,  facilitating 
their  efficient  operation,  enforcing  the  programs  to  ensure  their 
effectiveness,  and  providing  oversight  of  program  operation  can 
be  equally  overwhelming.   As  I  have  already  noted,  real-time  data 
collection  programs,  improved  stock  assessment  capabilities, 
computer-based  monitoring  systems  for  tracking  ownership, 
facilitation  of  sale  or  lease  of  shares  and  validation  of  catch 
reports,  and  improved  enforcement  to  ensure  compliance  will  be 
critical  to  success. 
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There  are  areas  in  which  the  Councils'  and  NMFS's  management 
burdens  will  be  offset  or  reduced.   We  anticipate  significant 
reductions  in  micromanagement  of  the  fisheries  compared  to  levels 
required  under  current  input  and  output  management  control 
programs.   Responsibilities  for  allocation  decisions  by  fishery 
managers  will  be  greatly  reduced  or  eliminated;  conservation 
measures  will  be  less  complex;  inseason  management  will  be 
reduced;  and  we  should  see  fewer  fishery  management  plan 
amendments.   In  the  long-term,  we  expect  compliance  from  industry 
to  improve,  allowing  a  reduced  enforcement  effort.   Smaller 
fleets  will  also  reduce  the  enforcement  burden.   The  long-term 
results  should,  in  fact,  be  reductions  in  funds  necessary  to 
support  such  systems  from  the  funding  needed  for  initial 
implementation.   Finally,  our  overfished  stocks  of  fish  should  be 
rebuilt  to  healthy,  sustainable  levels,  with  the  industry  placed 
on  a  stable,  positive  position  for  the  future. 

Economic  and  Social  Factors 

I  also  would  like  to  touch  on  some  of  the  economic  and  social 
benefits  and  costs  that  are  associated  with  ITQ  programs.   The 
economic  benefits  of  using  ITQs  to  allocate  fishing  privileges 
include  the  facilitation  of  entry  into  and  exit  from  fisheries; 
fostering  economic  efficiency;  creation  of  economic  wealth; 
improvement  in  consumer-level  quality  and  availability  of  fish; 
and,  as  we  have  noted  in  the  long  run,  a  reduction  in  the  cost  of 
managing  fisheries  from  levels  that  would  be  necessary  to 
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effectively  manage  under  present  management  programs. 
Individuals  would  be  free  to  enter  a  fishery  by  purchasing  an 
ITQ,  and  then  use  the  most  efficient  methods  and  times  to  produce 
their  share  of  the  allowable  catch.   Capital  and  human  resources, 
both  those  remaining  in  a  fishery  and  available  to  be  redirected 
outside  that  fishery,  could  be  employed  more  productively. 

Wealth  would  be  created  as  the  reduction  in  cost  of  production  is 
capitalized  into  the  privilege  to  fish.   As  fishermen  wish  to 
leave  a  fishery,  they  would  be  able  to  liquidate  their  ITQ  wealth 
and  move  on  to  other  pursuits  with  a  minimum  of  financial 
distress. 

Since  fish  could  be  produced  at  times  and  in  quantities  suited  to 
market  demand,  consumers  would  benefit  from  ITQ  management.    In 
the  long  run,  the  public  would  also  benefit  from  more  efficient 
management,  more  fish  available,  and  a  more  efficient  use  of  the 
human  and  capital  resources  available  to  produce  fish  and  related 
goods  and  services  valued  by  society. 

The  human  or  social  element  of  the  equation  is  of  particular 
concern  in  developing  and  implementing  any  ITQ  program.   Social 
costs  and  benefits  relate  directly  to  the  degree  the  management 
program  dovetails  with  the  socio-cultural  norms  and  expectations 
of  fishermen  and  coastal  communities.   These  include  recognition 
of  historical  and  present  participation  in  the  fishery, 

13 


66 


dependence  on  the  fishery,  active  participation  by  fishermen  in 
design  of  programs,  and  issues  of  fairness,  equity  in  share 
allocation,  and  ability  to  participate  in  the  fishery  in  the 
future.   Where  controlled  access  programs  are  proposed  that 
recognize  and  account  for  these  social  factors,  as  required  by 
the  Magnuson  Act,  and  involve  fishermen  in  program  development, 
NMFS  has  found  the  acceptance  of  the  programs  among  fishermen  to 
be  high.   Examples  include  the  limited  entry  program  for  the 
Northwest  Hawaiian  Islands  bottomfish  fishery,  the  trap 
certificate  program  for  spiny  lobster  off  Florida,  and  the 
wreckfish  fishery  ITQ  program  of  the  South  Atlantic  area- 

Many  of  the  social  costs  associated  with  loss  of  employment  and 
dysfunctional  norms  of  behavior  are  not  apparent  to  the  fisheries 
manager;  they  are  costs  that  are  manifested  in  needs  for 
increased  social  services,  or  to  alleviate  family  and  community 
dislocation.   Social  costs  of  controlling  access  to  fisheries, 
including  use  of  ITQ  programs,  are  of  two  distinct  types:   there 
are  those  costs  associated  with  reductions  of  employment 
opportunity  and  there  are  the  costs  associated  with  violations  of 
cultural  norms  and  expectations.   Both  loss  of  employment  and 
perceived  loss  of  employment  opportunities  affect  the  stability 
of  local  economies  and  social  institutions,  such  as  family  and 
community.   Employment  loss  may  be  unavoidable,  but  well-designed 
programs  can  maintain  employment  opportunities  over  the  long 
term.   For  example,  the  requirement  that  permit  holders  be  owner- 
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operators  (spiny  lobster  fishery)  or  that  those  currently 
employed  in  the  fishery  have  the  first  opportunities  of  receiving 
new  permits  (Northwest  Hawaiian  Islands  bottomfish  fishery) 
minimizes  social  costs  associated  with  restricting  entry  to 
fisheries.   Costs  associated  with  violations  of  cultural  norms 
are  more  diffuse,  but  equally  real.   Where  regulations  are  seen 
to  be  "unfair"  or  "unnecessary,"  fishermen  may  tend  to  ignore  or 
break  them,  thus  increasing  enforcement  costs  and  further 
undermining  the  credibility  of  fishery  managers.   This 
dysfunctional  social  behavior  exacts  both  economic  costs 
(increased  enforcement  activities  and  failure  to  conserve  stocks) 
and  social  costs.   A  breakdown  of  the  socio-cultural  basis  for 
"law-abiding"  behavior  increases  the  likelihood  of  conflict  among 
fishermen,  and  between  fishermen  and  other  sectors  of  the  larger 
society. 

On  the  other  hand,  where  management  programs  take  social  factors 
into  account,  and  are  tailored  to  satisfy  as  many  of  these 
factors  as  practicable,  while  satisfying  stock  rebuilding  and 
conservation  goals,  stability  is  enhanced  in  the  social  systems 
surrounding  the  fishery.   Stable  employment  in  the  fishery  and 
related  industries  offers  social  stability  for  families  and 
communities.   Of  its  very  nature,  controlled  access,  including 
ITQ  programs,  reduces  uncertainty  and  risk  in  the  fishery,  while 
preserving  the  "fish-hunter"  skills  and  enhancing  independence 
prized  by  fishermen.   Uncertainty  is  reduced  in  that  competition 
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for  fish  is  bounded;  risk  is  reduced  in  that  the  fisherman  can 
choose  when  and  under  what  conditions,  to  fish.   Under  ITQ 
programs,  capital  investments  in  vessels  and  gear  can  be  better 
tailored  to  the  task  of  harvesting  fish,  while  income  can  be 
maximized  through  better  use  of  fishing  time.   This  promotes 
further  stability  in  the  industry  and  community.   Regulations 
that  recognize  a  fisherman's  perceptions  of  equity  and 
appropriateness  are  easier  to  enforce  and  may  be  somewhat  self- 
enforcing.   Where  utilized,  the  CDQs  I  spoke  of  earlier  provide 
communities  with  the  opportunity  to  co-manage  the  fishery  and  to 
develop  local  fishing  activities  in  a  way  that  satisfies  local 
needs.   All  the  above  social  benefits  are  further  enhanced  when 
fishermen,  locally  and  regionally,  are  actively  involved  in  the 
design  of  management  programs  and  thus  "buy  into"  the  system 
selected.   Good  examples  of  this  are  the  successful 
implementation  of  the  Canadian  halibut  ITQ  program  in  1991  and 
the  Florida  spiny  lobster  trap  certificate  program  in  1993. 

In  conclusion,  ITQ  programs  can  be  a  very  useful  tool  to  conserve 
and  manage  the  Nation's  marine  resources.   Although  they  are  not 
a  panacea,  they  do  represent  one  approach  that  can  address  many 
of  the  problems  that  have  developed  under  traditional  open  access 
management  programs.   While  there  are  significant  costs  involved 
in  developing,  implementing,  and  maintaining  these  programs, 
these  costs  are  not  necessarily  any  greater  than  required  by 
other  effective  management  programs.   In  most  fisheries,  I 
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believe  that  over  time  the  benefits  will  outweigh  the  costs.   It 
is  my  hope  that  through  better  understanding  and  example,  the 
"benefits"  to  be  derived  through  ITQ  systems  as  applied  to 
fisheries  "where  the  shoe  fits"  will  lead  to  increased  industry 
support . 

Mr.  Chairman,  this  concludes  my  testimony.   I  thank  you  for  this 
opportunity  to  offer  our  views  on  this  important  issue.   I  would 
be  pleased  to  respond  to  any  questions  you  or  other  members  of 
the  Subcommittee  may  have. 
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Statement  of  Mark  Luodsten 

Fishing  Vessel  Owners'  Association 

Before 

The  House  Subcommittee  on  Fisheries  Management 

February  9,  1994 

Mr.  Chaiiman, 

Thank  you  for  the  chance  to  testify  before  you  on  IFQs  today.  My  name  ii 
Mark  Lundsten.  I  am  the  owner/operator  of  a  70  foot  longline  fishing  boat,  the 
Masonic,  and  am  a  Trustee  of  the  Fishing  Vessel  Owners'  Association.  FVO  A  is  a 
trade  associalion  based  in  Seattle  of  80  hook-and-line  fishing  vessels  that  operate 
from  California  to  Alaska. 

I  commend  the  Committee  for  focusing  on  IFQs.  I  am  a  professional 
fisherman  but  have  spent  a  major  effort  in  the  last  6  years  working  to  develop 
and  pa.ss  an  IFQ  program  for  the  halibut  and  sablefish  fisheries  off  the  coast  of 
Alaska.  In  fact  a  proposal  I  submitted  to  the  North  Pacific  Council  in  1990 
became  the  basis  for  the  IFQ  plan  now  being  implemented  in  those  fisheries. 

The  main  reason  I  have  supported  IFQs  is  that  I  believe  they  will  unsnarl 
the  mess  created  by  an  overcrowded  fleet  in  these  two  open-access  fisheries. 
Traditional  management  measures  have  faUed  to  achieve  die  conservation  and 
management  goals  .spelled  out  in  the  National  Standards  of  the  Magnuson  Act. 
IFQs  will  give  the  industry  and  the  government  the  tools  to  achieve  these  goals. 
As  1  have  slated  to  the  North  Pacific  Council  before,  1  was  not  bom  endorsing 
IFQs.  But  I  believe  they  are  the  best  solution  for  these  fisheries  in  the  North 
Pacific.  They  are  not  a  panacea  nor  appropriate  for  every  situation.  But  they  are 

a  proven,  workable  solution  for  some  fisheries  problems  and  should  be  viewed  ^ 
a  viable  management  tool.  To  force  them  on  any  region  or  to  delay  any  region 
from  using  them  would  be  a  mistake. 

IFQs  provide  specific  quotas  of  fish  to  particular  individuals,  those  quotas 
based  on  historical  participation  in  the  fisheries  and  the  prevailing  condition  of 
the  resource.  IFQs  can  be  transferred,  subject  to  conditions  and  restrictions 
calculated  to  achieve  various  management  as  well  as  social  goals  subject  to 
conservation  restraints.  IFQ  holders  may  harvest  their  quotas  almost  at  any  time, 
based  on  weather,  markets,  or  any  other  business  consideration.  An  IFQ  plan 
protects  the  stocks  of  fish,  promotes  safety  of  property  and  life  at  sea,  and 
maximizes  Uie  value  of  the  product  If  a  problem  arises  in  the  system,  the 
responsible  fishery  management  council  and  the  Commerce  may  adopt  changes  - 


71 


-  or  abandon  IFQs  altogether.  Since  IFQs  do  not  convey  property  rights  to 
individuals,  but  only  harvest  rights,  there  is  no  right  to  compensation  to  holders 
in  the  event  that  the  system  is  changed  or  revoked.  The  public  remains  in  full  and 
effective  control  of  its  fisheries  resources  and  the  Secretary  still  controls  harvest 
levels. 

As  with  any  management  system,  the  Councils  are  responsible  for 
management  aimed  at  sustainable  use  of  the  resource.  As  long  as  they  do  that,  the 
harvest  of  fish  under  IFQs  provides  economic  benefits  to  a  productive  fishing 
industry  while  depriving  the  public  of  nothing  and  further,  not  requiring  any 
special  aid  or  buy-back  programs.  In  fact  IFQs  provide  the  opportunity  for  the 
industry  to  consolidate  itself  at  optimum  levels,  an  "industry  buy-back"  with  no 
need  for  any  federal  allocation  of  buy-out  funds. 

As  I  said,  1  put  a  lot  of  woric  into  the  establishment  of  an  IFQ  system  for 
the  haUbut  and  sablefish  fisheries  in  federal  waters  off  the  coast  of  Alaska.  I  did 
so  because  I  hated  to  see  a  well-managed,  professional  industry  of  which  I  was 
proud  to  be  a  member  be  destroyed  by  inaction. 

Before  1920,  with  the  support  of  Pacific  halibut  fishermen,  the 
governments  of  the  U.S.  and  Canada  organized  the  International  Pacific  Halibut 
Commission  in  order  to  study  the  biology  of  the  halibut  and  set  quotas  that  would 
ensure  conservation  of  that  resource.  The  fleets  of  both  countries  cooperated  with 
the  Commission  and  each  other  for  decades,  establishing  a  well-regarded  model 
of  successful  fisheries  management  and  fishing  practices.  The  IPHC  still  functions 
today  and  the  traditional  halibut  fleets  of  the  U.S.  and  Canada  have  always  been  i 
known  for  their  professionalism. 

By  the  early  I980's,  with  our  growing  population  and  the  abundance  of 
halibut,  the  fleet  experienced  a  tremendous  influx  of  new  fishermen  and 
consequently  experienced  severely  shortened  openings.  In  1979, 1  worked  90 
fishing  days  for  halibut  in  the  Gulf  of  Alaska  and  the  Bering  Sea.  Last  year  1 
fished  a  total  of  four  days  for  halibut  m  those  areas.  The  resource  is  as  strong  as 
ever,  the  reduction  in  fishing  rime  is  the  result  of  4000-5000  boats  entering  the 
fishery. 

Fortunately,  we  also  have  a  sablefish  resource  -  it  was  harvested  by  the 
Japanese  in  die  North  Pacific  and  was  not  "Americanized"  until  1984.  The 
traditional  U.S.  longlincrs  displaced  the  Japanese  fiom  the  fishery  that  year  after 
we  succeeded  in  harvesting  most  of  the  Gulf  of  Alaska  quota.  That  newly 
domestic  fishery  saved  the  longline  industry  from  part-time  status  with  the 
development  of  new  fishing  ventures  from  Dixon  Entrance  to  Attu  Island. 

1 
Unfortunately,  the  same  problems  that  plague  the  halibut  fishery  quickly 

overcame  the  sablefish  fishery.  By  opening  day,  1987,  the  whole  edge  (sablefish 
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live  on  the  "edge"  of  tlie  continental  shelf  where  it  drops  steeply  bom  500  to     j 
3000  feet),  from  Southeast  Alaska  to  Unimak  Pass,  literally  was  full  of  vessels 
and  their  gear.  No  one  had  any  more  than  a  day's  worth  of  room  to  fish.  The 
problem  has  worsened  in  both  fisheries  since  then. 

The  problems  we  face  today  are  the  result  of  an  expanding  populatioa 
harvesting  a  finite  annual  resource:  what  some  have  termed  the  "tragedy  of  the 
commons."  Everyone  rushes  to  get  his  cow  on  the  village  green  until  the  grass  is 
gone  and  the  cows  are  all  starving.  As  long  as  there  aren't  too  many  farmere 
using  the  green,  eveything's  fine.  But  once  one  cow  begins  to  go  hungry  because 
of  overpopulation,  the  rush  is  on  and  the  welfare  of  the  green  itself  is  forgotten. 

In  these  two  fisheries,  the  essential  ingredient  of  our  open-access  system, 
and  die  tragedy  of  that  commons,  is  waste.  We  waste  our  resources  in  our  high- 
pressure  fishing  derbies  in  which  the  mentality  is  to  "get  yours."  Clearly,  when 
you  have  an  overcrowded  fleet  on  a  discrete  population  of  valuable  fish,  time  and 
area  closures  and  trip  limits  wiU  not  prevent  overfishing  and  severe  bycatch 
mortality.  No  incentive  exists  to  be  a  steward  of  a  target  species  or  of  marine 
birds  or  mammals  or  to  avoid  bycatch.  We  waste  fuel,  gear,  bait,  ice,  and  cold  ' 
storage  facilities  by  sending  out  way  more  boats  than  necessary  and  flooding  the 
(locks  with  fish  in  a  ludicrously  short  time.  We  waste  our  markets  with  that  glut 
of  fish.  Quality  and  prices  suffer.  The  Canadian  haUbut,  brought  in  systematically 
over  eight  months  and  marketed  fresh  under  IFQs,  is  where  the  money  is.  Their 
halibut  stocks  are  a  fi^ction  of  ours  but  are  ahnost  worth  as  much  to  their  nation 
because  of  FFQs. 

Finally,  and  most  tragically,  we  are  wasting  lives.  The  overcrowded  open- 
access  system  forces  everyone  to  push  the  limits  of  endurance  and  good  sense 
every  short  season  and  results  in  too  much  loss  of  property  and  of  life.  Ten  lives 

were  lost  m  the  1992  halibirt  seasons  and  two  more  in  1993. 1  have  been  next  to 
two  boats  that  have  sunk  in  the  derbies  and  was  the  first  on  the  scene  of  the  rescue 
of  the  Majestic  in  September,  1992,  in  the  Bering  Sea.  No  one  was  lost  but  all  the 
crew  were  floatlDg  in  their  survival  suits  for  six  hoius  before  being  saved  by  a 
Coast  Guard  helicopter.  For  me,  stopping  this  unreasonable  "race  for  fish"  and 
the  treacherous  conditions  it  breeds  is  the  most  essential  reason  for  IFQs  for 
sablcfish  and  halibut 

I  am  not  here  as  a  missionary  for  IFQs.  Each  Council  must  be  responsible 
for  the  conditions  and  demands  of  each  fishery  in  each  area.  I  do  not  think-  the 
halibut  and  sablefish  TFQ  program  is  necessarily  any  kind  of  model  for  any  other 
situation.  But  traditional  management  is  bankrupting  these  resources  and 
punishing  the  fishermen  in  our  area.  After  years  of  study  and  effort,  I  believe 
IFQs  are  the  way  to  sustain  both  these  fisheries. 
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TESTIMONY  OF  THORN  SMITH,  EXECUTIVE  DIRECTOR 
NORTH  PACIFIC  LON6LINE  ASSOCIATION 
HOUSE  SUBCOMMITTEE  ON  FISHERIES  MANAGEMENT 
FEBRUARY  9,  1994 
INDIVIDUAL  TRANSFERABLE  QUOTAS 

Mr.  Chairman,  Members  of  the  subcommittee,  my  name  is  Thorn 
Smith  -  I  am  Executive  Director  of  the  North  Pacific  Longline 
Association,  in  Seattle,  Washington.   Our  association  represents 
the  owners  and  operators  of  large  freezer-longliners  which  fish  for 
cod  and  other  groundfish  off  Alaska  with  hook-and-line  gear, 
processing  and  freezing  their  catch  at  sea.   I  want  to  thanX  you  on 
behalf  of  the  association  for  the  opportunity  to  appear  here  today. 

By  way  of  introduction,  I  was  a  commercial  fisherman  and 
processor  for  a  number  of  years  before  attending  law  school.   I 
spent  five  years  as  a  NOAA  fishery  attorney  in  Washington,  D.C.  and 
Alaska,  and  during  my  last  year  of  federal  service  was  the  acting 
Chief  of  Fishery  Management  Operations  at  the  NMFS  Alaska  Region. 
Since  leaving  NMFS/NOAA  I  have  represented  joint  venture  trawlers 
and  crab  fishermen  at  the  North  Pacific  Fishing  Vessel  Owners' 
Association,  served  as  president  of  a  factory  trawler  company,  and 
vice  president  of  the  American  Factory  Trawlers'  Association.   Nov 
I  represent  longliners.   It  has  been  my  privilege  to  attend  nearly 
every  meeting  of  the  North  Pacific  Fishery  Management  Council  since 
1982. 

over  the  years  the  Council  has  struggled  with  limited  entry 
issues  several  times.   It  has  never  been  easy.   It's  not  easy  now. 
We  have  been  discussing  "comprehensive  rationalization"  of  our 
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groundfish  and  crab  fisheries  for  more  than  a  year.   At  its  meeting 
last  month  the  Council  voted  firmly  to  put  ITQ  development  on  the 
back  burner,  and  to  move  forward  with  a  vessel  moratorium  and 
license  limitation  system  -  perhaps  to  be  bolstered  by  a  vessel 
buyback  program  (such  programs  are  reported  to  have  been  used 
extensively,  elsewhere) . 

several  votes  confirmed  this  decision.   First  the  industry 
Advisory  Panel  voted  17-2  for  the  immediate  implementation  of  a 
moratorium  on  entry  into  the  fisheries  (the  Council  approved  this 
two  years  ago) .   It  recommended  that  NMFS  move  as  quickly  as 
possible  to  implement  a  license  limitation  program,  while 
continuing  to  consider  ITQ's  (staff  advised  that  the  license 
limitation  analysis  could  be  available  by  April,  and  that  an  ITQ 
analysis  would  take  "much,  much  longer  and  be  vastly,  vastly  more 
expensive") .   The  Advisory  Panel  suggested  that  "harvest  priority" 
(priority  access  for  selective  gear) ,  full  retention,  and  other 
bycatch  management  techniques  could  be  used  diiring,  as  well  as 
after,  a  license  limitation  system.   The  Council  then  took  four 
successive  votes,  considering  the  issue  from  every  direction. 
Its  decision  held.   The  voting  did  not  reflect  an  Alaska-versus- 
the-outside  attitude.   Groups  from  Oregon  and  Washington 
supported  it,  while  the  representative  of  the  state  of  Alaska  did 
not.   Some  people  have  expressed  surprise  at  the  decision.   It  did 
not  come  as  a  surprise  to  us,  or  to  anyone  who  was  listening 
carefully  to  the  public  testimony. 

The  Subcommittee  has  posed  some  specific  questions  on  the  use 
of  ITQ's  in  fishery  management.   Before  attempting  to  answer  those 
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qusstions,  I  would  lika  to  address  some  of  the  themes  which  have 
emerged  in  public  testimony  on  ITQ's  in  recent  months  -  at  the 
Council  and  at  the  Washington  state  Distant  Water  Fisheries 
Committee  meetings.   In  our  view  it  is  largely  these  themes  which 
led  to  the  Council's  decision. 

INDDBTRY  CONSEN80S 

It  has  been  chapter  and  verse  -  common  Icnowledge  repeated 
throughout  our  consideration  of  ITQ's  -  that  there  would  have  to  be 
widespread  agreement  throughout  the  industry  on  the  details  of  any 
ITQ  system  if  it  is  going  to  be  successfully  implemented. 
Realistically,  such  consensus  would  probably  have  to  extend  beyond 
the  industry.   Environmental  and  public  interest  groups  play  a 
growing  role  in  our  deliberations.   They  are  at  the  table. 

No  such  consensus  now  exists.   To  the  contrary,  each  of 
perhaps  twenty  special  interest  groups  has  developed  and  polished 
its  own  rationale  as  to  why  it  should  get  the  fish,  and  not  the 
others.   There  is  no  agreement  on  a  qualifying  period.   There  is  no 
agreement  on  how  qualifying  years  should  be  "weighted."   Shoreside 
processors  want  "processor  shares."  Trawlers  don't.   Skippers  want 
"skipper  shares."  Few  others  do.   Trawlers  want  no  caps,  or  limits 
on  ownership  -  the  rest  of  us  fear  excessive  consolidation.   The 
list  goes  on  and  on.   Whenever  the  Council  brings  these  groups 
together  they  reach  critical  mass,  and  we  witness  the  political 
equivalent  of  nuclear  fission  -  the  BIG  BANG.   They  fly  apart  at 
warp  speed,  simultaneously  chanting  and  believing  their  own  mantras 
-  it  does  not  appear  that  there  is  enough  political  gravity  in  all 
the  world  to  bring  them  together.   In  time  two  or  more  elements  of 
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our  industry  may  "cut  a  deal"  and  purport  to  represent  the  najority 
-  but  tbe  likelihood  of  any  true  consensus  embracing  a  broad  range 
of  interest  groups  seems  remote.   Absent  such  consensus,  action  on 
ITQ's  will  be  difficult. 

THE  PROBLEM  -  OVERCAPITALIZATIOM 

There  is  consensus  regarding  the  problem.   The  problem  is 
overcapitalization.   Many  investors  made  what  in  retrospect  might 
be  called  bad  business  decisions.   We  built  too  many  trawlers,  too 
many  longliners,  too  many  pot  boats,  too  many  shore  plants.   Often 
these  investments  were  possible  only  because  of  the  participation 
of  foreign  banks.   Some  suggest  that  excess  capital  can  be 
"squeezed  out"  of  the  industry  through  foreclosure  and  marshall's 
sale.   Vessels  which  have  been  maintained  properly  may  re-enter  the 
fisheries  at  a  lower  level  of  capitalization  -  and  turn  a  profit. 
Others  which  are  heavily  encumbered  or  which  have  suffered  from 
deferred  maintenance  may  simply  disappear.   The  process  is  called 
risk  capitalism. 

WHO  PAYS  -  THE  BANKS.  OR  THE  PUBLIC?   WHAT'S  IT  WORTH? 

Public  interest  representatives  have  raised  a  rather  sensitive 
issue  in  this  regard,  as  have  some  industry  participants.   Should 
the  public  give  away  its  property  -  the  fish  -  to  secure  the  credit 
of  those  who  made  questionable  investments?   In  a  recent  editorial 
one  industry  representative  responded  as  follows:  "The  problem  with 
factory  trawlers  is  that  they've  built  twice  a  many  boats  as  have 
been  justified,  and  they've  created  a  very  severe  problem  for  this 
industry. . .they're  driving  ITQ's  because  it's  one  way  to  take  a 
public  resource  and  use  it  to  get  them  out  of  their  bad 
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investments."   It  is  difficult  to  deny  the  veracity  of  this 
statement.   It  is  also  somewhat  embarassing  to  admit  the  further 
truth  -  that  others,  such  as  longliners,  pot  fishermen  and 
shoreside  processors,  have  also  overinvested.   It  has  been 
observed  in  this  context  that  we  don't  give  old  growth  forests  to 
luiBber  mills  and  lumberjacks  -  we  auction  crops  of  the  renewable 
timber  resource,  retaining  the  permanent  public  property.   Who 
takes  the  hit? 

A  corollary  question  has  been  raised  -  "Just  how  much  are  the 
fish  and  shellfish  worth?"   Some  industry  representatives  have 
argued  that  the  fish  are  worth  approximately  the  amount  of  their 
investments  -  so  that  if  the  fish  are  given  to  the  investors,  the 
investors  will  be  made  whole.   I  asked  an  economist  participating 
in  the  Council  process  how  one  might  calculate  the  present  value  of 
an  eternal  stream  of  fish,  given  limited  supply  and  growing 
demand.   "It's  incalculable,"  he  said.   "It's  worth  billions  and 
billions."  He  muttered  something  about  poor  public  policy... 
THE  MARKET  MECHANISM;  THE  PRBLIC  INTEREST;  AUCTIONS 
Those  of  the  "hurry-up  and  give  us  ITQ's"  persuasion  argue 
that  they  need  "the  market  mechanism"  to  "rationalize"  the 
fisheries.   It  has  been  pointed  out  -  again  by  public  interest 
groups  -  that  the  public  owns  the  fish.   They  ask  why  the  market 
mechanism  should  not  apply  to  the  initial  distribution  of  ITQ's,  if 
such  a  distrubution  takes  place?  Why  shouldn't  the  public  receive 
rents  from  its  property?  Why  should  the  public  permanently 
alienate  its  property?  Why  don't  we  auction  the  rights  to  take  the 
fish,  so  that  the  public  gets  its  due?  Why  don't  we  auction 
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temporary  tradeabl*  rights  to  tak*  th«  fisb,  ao  that  as  th*  valu* 
of  the  resource  rises  we  auction  off  the  rights  again,  and  the 
public  receives  increased  rents? 

The  NOAA  Office  of  General  Counsel  has  advised  that  whereas 
auctions  are  not  now  permitted  under  the  Magnuson  Act,  the  Act  can 
be  amended  -  and  that  the  current  impermissibility  of  a  measure 
which  obviously  addresses  the  problem  at  hand  does  not  prevent  its 
inclusion  for  analysis.   It  is  obvious  to  editorial  writers  who 
review  our  circumstance  that  auctions  make  sense  -  please  see 
appended  written  materials.   It  will  be  difficult  to  sweep  this 
issue  under  the  rug. 

Nevertheless,  the  Council  eliminated  auctions  as  an 
alternative  for  analysis  at  the  earliest  possible  point  in  its 
deliberations.   Our  association  has  consistently  recommended 
analysis  of  the  auction  option  -  not  because  we  want  auctions,  we 
don't  -  but  because  experience  suggests  that  someone  else  will 
bring  them  to  us  unless  we  consider  and  reject  them,  satisfying  the 
applicable  standard  of  judicial  review. 

CONSERVATIOH  CON8IDERATIOHS 

The  environmental  community  has  been  quite  vocal  in  expressing 
its  dissatisfaction  with  the  manner  in  which  our  fisheries  are 
conducted  today.   Bycatch,  bycatch  mortality  and  waste  are  key 
issues.   It  is  argued  that  we  have  no  business  perpetuating  or 
institutionalizing  wasteful  fishing  practices  by  giving  the 
practitioners  ITQ's.   We  should  clean  up  our  fisheries  before 
considering  privatization.   Groups  such  as  the  Alaska  Marine 
Conservation  Council  and  Greenpeace  have  suggested  that  our  current 
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priorltss  should  b«  laplamantatioB  of  a  moratorium  on  antry  into 
tha  fisharies,  and  harvest  priority  for  selective  gear.   A  Magnuson 
Act  amendment  aimed  at  the  reduction  of  bycatch,  full  utilization 
and  tha  use  of  selective  gear  has  been  suggested.   It  is  also 
recommended  that  ve  watch  the  implementation  of  the 
Sablef ish/Halibut  ITQ  Plan  for  some  time  to  determine  whether  we 
should  proceed  further  with  ITQ's. 

FUNDING.  IMPLEMEMTATION.  ADMINISTRATION.  ENFORCEMEMT; 

THE  SURF  CLAM  QDE8TI0N 

It  is  widely  stated  that  ITQ  implementation  is  very  expensive. 
Where  will  the  money  come  from? 

Our  president  sits  on  the  industry  implementation  committee 
for  the  NFFMC  Sablef ish/Halibut  ITQ  Plan.   He  favors  ITQ's  as  a 
management  tool.   Having  witnessed  the  many  unforseen  problems 
which  have  come  before  the  committee  and  the  evident  difficulty 
that  NMFS  is  having  in  dealing  with  them,  he  has  concluded  that  it 
would  be  2U3solutely  impossible  for  NMFS  to  implement,  administer 
and  enforce  a  wider  program  including  groundfisb  and  crab.   He 
firmly  favors  a  moratorium  on  entry  and  a  license  limitation 
program  for  those  fisheries,  at  this  time. 

You  have  heard,  or  will  hear,  testimony  regarding  the 
difficulty  of  enforcement  of  ITQ  plans.   At  the  recent  annual 
meeting  of  the  International  Pacific  Halibut  Commission  in 
Bellevue,  Washington,  Canadian  halibut  fishermen  were  highly 
critical  of  the  planned  enforcement  of  the  Sablelf ish/Halibut  Plan. 
They  feel  among  other  things  that  there  is  simply  too  much 
coastline  in  Alaska  to  prevent  the  bootlegging  of  halibut. 
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Probabl7  th«  aost  logical  and  affaetlv*  vay  to  addrasa 
quastiona  of  administration  and  anforcamant  -  and  parhaps  ottaar 
important  issuaa  -  is  to  axamina  tba  racord  of  tba  Surf  Clam/ 
guaho9  ITQ  Plan  of  ttaa  Mid-Atlantio  Council.   This  program  was 
initiatad  in  1990,  and  has  anjoyad  flagship  status  at  MMFS.   Dr. 
Laa  Andarson,  Chariman  of  tha  Council,  has  travalad  far  and  vida 
axtolling  its  virtuas  -  wa  had  tha  plaasura  of  haaring  his 
prasantation  at  tha  fist  maating  of  our  Comprahanaiva 
Rationalization  Committaa. 

In  1992  NMFS  conductad  an  investigation  of  its  implamentation, 
administration  and  anforcamant  of  the  plan.   On  February  25,  1992 
it  prepared  a  report  entitled.  Review  of  the  Effectiveness  of  0\ir 
Administrative  and  Enforcement  Obligations  Dnder  the  Surf  Clam/ 
Ouahog  ITQ  Plan.   Pursuant  to  allegations  of  impropriety,  the  East 
Coast  Fisheries  Foundation,  Inc.,  submitted  a  Freedom  of 
Information  Act  request  for  "...all  documents,  reports,  memoranda, 
notes,  tape  recordings,  charts,  graphs  and  other  information  in 
writing,  on  tape  or  electronic  media  (including  floppy  discs) 
resulting  from  a  survey  undertaken  by  your  office  and  conducted  by 
Ed  MacLeod,  Bob  Ross,  and  Ken  Seal  in  January  and  February  of 
1992."  A  thirty-two  page  report  was  released  -  but  half  of  it  was 
deleted  under  claim  of  FOIA  exemption.   Naturally  this  fueled 
the  fires  of  suspicion.   In  a  later  unpublished  letter  to  the 
Washington  Post  the  Foundation  stated,  "Among  the  concerns  raised 
in  the  notes  and  reports  from  that  investigation  were  price-fixing, 
collusion,  threats  and  intimidation,  foreign  ownership  of  the 
resource,  conncentration  and  monopolistic  control  of  the  industry. 
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disguised  ownership  of  quotas,  inadequate  enforcement  and  resource 
protection,  and  the  loss  of  hundreds  of  jobs.  What  jobs  were  left 
for  erewmeiBbers  paid  half  or  less  of  their  previous  wages. 
Further,  the  investigators  found  that  grave  concerns  regarding 
vessel  safety  had  been  voiced,  and  that  vessels  and  lives  had  been 
lost  as  a  direct  result  of  the  privatization  policy  implemented  in 
1990." 

I  have  no  personal  luiowledge  of  the  surf  clam  fishery,  or  of 
the  ITQ  program.   I  have  reviewed  the  NMFS  report  and  associated 
documents  obtained  under  FOIA,  which  are  in  the  materials  we  have 
submitted  to  the  Subcommittee  for  the  record.   If  any  of  these 
allegations  are  true,  or  if  there  has  been  an  attempt  to  hide 
the  evidence  obtained  during  the  MMFS  investigation,  I  think  we're 
in  deep  trouble.   The  last  thing  we  want  is  foreign  ownership  of 
ITQ  shares,  or  concentration  of  shares  in  the  hands  of  large 
domestic  corporations  -  to  say  nothing  of  the  other  issues  raised. 
Before  any  fiirther  consideration  of  ITQ's  is  undertaken,  the 
Committee  should  obtain  and  make  public  all  of  the  material 
requested  tinder  FOIA.   If  it  is  warranted,  you  may  wish  to  take 
testimony  from  the  investigators  themselves.   If  there  is  good 
reason  why  this  matterial  cannot  be  released  to  the  public,  you  may 
wish  to  pursue  your  own  investigation  behind  closed  doors.   One  way 
or  another,  this  effort  should  take  priority  over  all  others  - 
there  is  widespread  concern  about  these  matters. 

C0NCLD8I0N 

We  do  not  believe  that  it  is  feasible  to  design  and  implement 
an  ITQ  program  without  firm  consensus  among  industry  and  other 
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intarast  groups  concerning  its  dstails.   That  consensus  is  nowbera 
In  sight.   For  the  same  reason,  we  feel  that  a  "legislative  fix"  or 
an  ZTQ  program  designed  b;  the  Secretary  of  Commerce  would  be 
inappropriate . 

Our  association  approves  of  the  Council's  decision  to  put 
ITQ's  on  the  back  burner.   He  agree  that  a  moratorium  on  entry  into 
the  fisheries  should  be  implemented  immediately  (the  regulatory 
package  is  ready  to  go) ,  and  that  a  license  limitation  program 
should  be  implemented  as  soon  as  possible.   We  support  the  idea 
that  harvest  priority  for  selective  gear  and  full 
retention/utilization  measures  should  be  implemented.   Our 
harvesting  techniques  should  be  modified,  where  necessary,  to  avoid 
bycatch.   We  support  the  implementation  of  a  vessel  buyback 
program,   we  further  agree  that  the  Sablefish/Halibut  ITQ  Program 
should  be  implemented,  and  that  we  should  study  the  results 
carefully  before  deciding  whether  to  move  farther  with  ITQ's. 

We  are  not  blindly  opposed  to  the  use  of  ITQ  programs  in 
fishery  management,  and  could  be  supportive  if  conditions  were 
right.   There  are  many  questions  (above)  which  must  be  asked  and 
answered  before  we  will  lend  that  support.   In  addition,  we  do  not 
want  to  buy  a  pig  in  a  poke  -  we  will  not  approve  some  conceptual 
plan  without  Icnowing  all  of  the  gritty  details,  such  as: 

1.  Exactly  how  much  ITQ  for  each  species  will  each  vessel 
recieve; 

2.  Exactly  what  data  (catch  history)  has  been  used  for 
determining  each  and  every  vessel's  share  under  a  plan  (full 
disclosure) ; 


83 


3.  Exactly  how  much  will  it  cost  us  -  fees,  taxes,  auction  or 
other  purchases,  etc.;  and 

4.  What  limitations  will  be  placed  on  ownership  (caps  to 
avoid  excessive  consolidation) ,  will  foreign  interests  be  able  to 
control  shares,  to  what  extent  will  shares  be  fully  tradeable? 

SUBCOMMITTEE  STAFF  OnESTIOHS 

The  Subcommittee  staff  has  prepared  some  very  good  questions, 
which  are  difficult  to  answer  at  this  point.   Here  are  our 
attempted  answers: 

1.  It  is  argued  that  an  ITQ  program  would  have  the  advantage 
that  fishermen  could  take  their  catch  at  the  time  of  their 
choosing,  rather  than  being  forced  into  a  race  for  fish.   That  may 
be  true.   We  are  concerned  that  trawlers  will  still  focus  their 
efforts  on  spawning  stocks  -  a  practice  which  makes  us 
uncomfortable.   Possible  disadvantages  are  mentioned  above.   We  do 
not  know  whether  ITQ's  might  prove  appropriate  for  all  fisheries. 
The  NMFS  report  on  the  surf  Clam/Quahog  Plan  may  enlighten  us  here. 
We  would  not  look  favorably  on  an  attempt  to  separate  pollock  and 
cod  from  other  species,  for  purposes  of  ITQ  implementation; 

2.  It  seems  apparent  that  if  ITQ's  are  to  be  employed  and 
their  implementation,  administration  and  enforcement  funded,  the 
Magnuson  Act  will  have  to  be  amended  to  allow  collection  of  fees  in 
excess  of  administrative  costs. 

3.  Don't  know. 

4.  The  major  challenges  in  the  implementation  of  new  ITQ 
plans  are  stated  at  length  above. 

5.  It  is  difficult  to  say  whether  ITQ's  will  increase  or 
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dacres*  the  management  burden  on  MMFS.   Let's  study  the  Surf 
Clam/Quabog  and  Sablef ish/Halibut  Plans,  and  find  out. 

6.   Again,  we  should  study  our  own  plans  already  in  effect  to 
determine  economic  and  social  costs  and  benefits  of  an  ITQ 
management  system  -  there  is  no  need  to  go  to  Mew  Zealand. 

Thank  you  for  the  opportunity  to  speak  to  these  Issues.   I 
respectfully  request  that  the  materials  which  we  have  provided  in 
support  of  our  testimony  be  made  a  part  of  the  record  of  these 
proceedings. 
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STATEMENT  OF  FRANK  DDLCZCH 

ON  BBHAI.F  or  THX  PACIFIC  PaoCESSORS  ASSOCIATION 

BEFORE  THE 

8TTBC0MKITTEE  ON  FISHERIES  HANAGEMSNT 

COMMITTEE  ON  KERCHAMT  MARINE  ANP  FISHERIES 

U.S.  BOUSE  OF  RBFRESSHTATIVE8 

FEBRUARY  9,  1994 

Mr.  Chairman  and  Members  of  the  Coiimittee: 

I  eun  Frank  Dulcich,  President  of  the  Pacific  Group  of  seafood 
processing  companies  and  President  of  Pacific  Processors  Associa- 
tion, which  represents  all  major  seafood  processors  in  Washington, 
Oregon  and  Northern  California.  Collectively,  Pacific  Processors 
Association  represents  some  forty  processing  plants,  employing  up 
to  10,000  people  on  an  annual  basis  in  communities  from  Bellingham, 
Washington  to  San  Francisco,  California. 

The  seafood  processing  community  is  very  concerned  about  the 
proposed  use  of  Individual  Transferable  Quotas  (ITQs) .  Certainly, 
the  experience  that  others  have  had  with  ITQs  both  in  this  country 
and  elsewhere,  dictate  the  need  for  a  very  thoughtful,  well- 
informed  and  deliberate  approach  to  this  controversial  issue.  Our 
Association  has  researched  this  issue  carefully.  We  have  met  with 
Dr.  Russell  Harding,  who  both  managed  New  Zealand's  ITQ  program  for 
many  years,  and  has  worked  with  the  North  Pacific  Fisheries 
Management  Council  in  the  development  of  the  halibut  and  sablefish 
ITQ  programs  in  Alaska.  In  addition,  many  of  our  member  processors 
operate  processing  plants  in  Alaska,  and  consequently,  are  familiar 
with  the  Alaska  ITQ  program. 

Based  upon  our  experience,  our  discussions  and  our  research, 
the  Pacific  Processors  Association  is  convinced  that  an  ITQ 
program,  in  order  to  successfully  achieve  its  intended  goals  and 
objectives,  must  be  structured  so  as  to  minimize  the  inevitable 
adverse  economic,  social,  environmental,  and  cultural  consequences 
its  adoption  can  bring,  particularly  if  instituted,  as  proposed,  on 
a  pilot  progreun  basis. 

While  we  have  many  concerns  regarding  ITQs,  we  have  identified 
foiar  (4)  general  concerns  attendant  to  the  adoption  of  ITQs  that  we 
believe  must  be  addressed  to  insure  such  a  program  will  minimize 
adverse  consequences,  promote  conservation  and  protect  fishing- 
dependent  comrnimities  and  jobs,  thereby  furthering  the  purpose 
behind  the  Macfnuson  Act: 

(1)  Industry  Concentration  and  Market  Power.  Both  the  New 
Zealand  experience  and  common  sense  indicate  that,  without  restric- 
tion on  quota  ownership,  ownership  will  be  concentrated  among  a 
handful  of  wealthy  and  powerful  vessel  owners  or  corporations. 
This  is  precisely  what  happened  in  New  Zealand  and,  apparently,  is 
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precisely  what  at  Isast  one  powerful  seafood  company  expects  to 
occur  if  and  when  ITQa  are  adopted  in  this  country.  Ronald  Jensen, 
Senior  Vice  President  with  Tyson  Foods,  owner  of  the  largest 
factory  trawl  fleet  in  the  country  through  Its  wholly  owned 
subsidiary,  Arctic  Alaska,  so  testified  before  this  Committee  on 
August  10,  lOg?  at  a  field  hearing  in  Portland,  Oregon.  While 
Tyson/ Arctic  Alaska's  specific  intentions  are  unknown.  Hew 
Zealand's  ITQ  experience  suggests  many  fishing-dependent  communi- 
ties throughout  the  country  may  suddenly  find  themselves  without  a 
processing  plant,  without  processing  jobs  and,  perhaps,  without  a 
fishing  fleet.  A  few  powerful  corporations  owning  large  amounts  of 
quota  could  easily  decide  it  is  in  their  economic  interests  to 
concentrate  processing  at  sea  or  in  a  handful  of  existing  ports. 
The  economic,  social  and  cultural  consequences  of  this  very  real 
scenario  must  be  recognized  and  addressed. 

It  was  precisely  to  avoid  the  spectre  of  such  enormous 
economic  and  social  displacement  that  Alaska  restricted  quota 
ownership  in  its  halibut  and  sablefish  fisheries  to  small  fishers. 
In  addition,  by  requiring  the  preparation  of  a  comprehensive 
Environmental  Impact  Statement  (KIS) ,  to  identify  not  only  the 
environmental,  but  also  the  economic  and  social  impacts  and 
alternatives  to  the  proposed  ITQ  adoption,  the  North  Pacific 
Fisheries  Management  Council  further  restricted  the  amount  of  fish 
processed  off-shore,  thereby  protecting  coastal  communities  and  the 
jobs  associated  with  on-shore  processing  in  those  communities. 
Similar  safeguards  are  essential  to  protect  fishing-dependent 
communities  elsewhere,  as  well  as  the  small  and  medium-sized 
processors,  from  the  predictable  economic  devastation  that  could 
otherwise  result. 

(2)  Community  DGvelopment  Quotas.  The  State  of  Alaska  has 
further  acted  to  protect  additional  fishing-dependent  communities 
and  native  communities  by  the  adoption  of  community  development 
quotas  in  some  fisheries.  Pacific  Processors  Association  believes 
the  adoption  of  community  quotas  generally  could  go  a  long  way 
toward  minimizing  the  economic  and  social  displacement  that  would 
otherwise  be  certain  to  occur.  Community  quotas  do  not  restrict 
quota  ownership  to  fishers,  but  would  help  to  insure  that  coastal 
communities,  most  of  which  are  small  with  narrow,  fragile  economies 
and  seasonal  unemployment  are  protected  under  the  Act.  Without 
seafood  processing,  many  of  these  communities  would  be  forced  to 
rely  primarily  on  tourism  for  their  economies  and  its  seasonal  low- 
wage  service-oriented  jobs.  Significantly,  much  of  the  tourism  and 
related  jobs  are  dependent  upon  the  existence  of  the  commercial 
fishing  activity  in  those  communities  and  the  charm  of  a  small 
coastal  town,  a  working  waterfront  and  the  availability  of  ocean 
fresh  seafood. 

Because  community  development  quotas  have  been  successfully 
used  in  other  fisheries,  a  potential  blueprint  for  their  adoption 
nationally  already  exists.  Eligible  communities  could  be  asked  to 
prepare  a  development  plan  explaining  how  they  intend  to  use  their 
quota.   The  plan  could  then  be  reviewed  by  appropriate  regional 
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memagenent  officials  in  conjunction  with  other  such  applications  to 
determine  whether  or  to  what  extent  approval  of  the  quota  should  be 
granted.  Other  variations  on  this  idea  undoubtedly  exist,  but  the 
central  importance  of  minimizing  economic  and  social  displacement 
by  protecting  traditional  fishing-dependent  communities  must  be 
recognized. 

(3)  Pilot  Program  Costs.  Piecemeal  experimentation  with  ITQs 
is  costly.  Not  only  can  the  cost  of  ITQ  management  in  selected 
fisheries  exceed  the  ex-vessel  value  of  those  fisheries,  but  there 
can  be  tremendous  displacement  of  boats  and  fishers  from  ITQ 
fisheries  to  other  fisheries,  leading  to  further  problems  with 
over-fishing  and  over-capitalization  in  the  non-ITQ  fisheries. 
Moreover,  many  boats  and  fishers  will  opt  to  relocate  to  other 
geographic  areas.  We,  on  the  Pacific  coast,  have  already  seen  this 
as  a  result  of  the  imposition  of  restrictions  on  the  offshore 
pollack  catch.  Alaska-based  boats  have  decided  to  head  south  to 
the  Pacific  Northwest,  thereby  intensifying  fishing  efforts  locally 
and  exacerbating  an  already  acute  problem  caused  by  over-capital- 
ization as  a  result  of  displacement  from  coastal  salmon  fisheries. 

(4)  Resource-Rent /Associated  Fees.  The  adoption  of  an  ITQ 
program  effectively  privatizes  a  DUblic  resource.  Public  policy 
and  simple  fairness  dictate  that  the  owners  of  this  public  fishery 
resource;  i.e.,  the  public,  must  derive  benefits  from  its  exploita- 
tion. In  order  to  insure  costs  associated  with  effective  fisheries 
management  and  enforcement  are  available,  monies  received  from 
purchase  of  quota  should  be  earmarked  for  fisheries  management  and 
research,  and  not  permitted  to  be  used  for  non-fisheries  purposes. 

COMCI,nBION 

Frankly,  we  would  prefer  that  the  acknowledged  concerns  with 
over-capitalization  and  over-fishing  be  dealt  with  through  less 
restrictive  measures,  like  limited  entry  programs  and  increased 
enforcement.  We  understand,  however,  there  is  considerable  support 
for  adoption  of  ITQs  both  regionally  and  nationally.  If  the 
decision  to  adopt  ITQs  in  some  form  is  made,  we  request  that  before 
such  a  system  is  adopted,  that  a  comprehensive  environmental  impact 
statement  be  performed  for  each  fishery  in  each  management  region 
so  that  the  full  consequences  of  the  use  of  ITQs  can  be  identified, 
including  the  economic  and  social  impacts,  so  that  alternatives  can 
be  explored  and,  most  importantly,  so  that  those  communities, 
businesses  and  individuals  who  will  be  most  affected  by  the 
adoption  of  an  ITQ  system  will  have  an  opportunity  to  participate 
in  the  decision-making  process. 

Following  the  preparation  of  such  a  comprehensive  impact 
statement,  the  Pacific  Processors  Association  requests  that  any  ITQ 
system  proposed  for  adoption  be  conditioned  upon  the  protection  of 
traditional  fishing-dependent  communities  and  the  thousands  of  jobs 
provided  by  the  small  and  medium-sized  processors  located  in  those 
communities. 
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Finally,  if  this  CQjmnittee  intends  to  conduct  furthur 
hearings  on  this  critical  issue,  we  request  that  consideration  1m 
given  to  allowing  a  nenber  of  the  seafood  processing  conoiunity  from 
the  Pacific  Wast  Coast  to  appear  and  present  testimony.  Industry 
consensus  is  iaperative  for  any  comprehensive  fisheries  nanagcnent 
scheme  to  succeed.  Many  seafood  processing  companies  are  headquar- 
tered in  the  Seattle  area,  but  have  all  their  processing  facilities 
located  in  Alaska.  Seafood  processing  companies  located  in  the 
West  Coast  states  represented  in  the  Pacific  Fisheries  Management 
Council  are  frequently  neglected  because  of  the  failure  to 
appreciate  the  distinction  between  location  of  headquarters  offices 
and  location  of  prooassing  facilities.  All  affected  regions  and 
all  affected  segmentB  of  the  industry  must  be  involved  in  the 
debate  over  ITOs. 

Themk  you  for  the  opportunity  to  provide  written  testimony. 
Please  do  not  hesitate  to  call  me  or  any  of  the  undersigned 
Individuals  or  the  Association's  counsel,  Thane  Tienson,  if  you 
have  any  questions. 


FliANK  DULCICH 


JERRY  THOMAS 


The  Pacific  Group 

P.O.  Box  97 

Clackamas,  OR  97015 

(503)     €57-3070   FAX    (303)    655-0737 

Bureka  Fisheries 

P.O.  Box  217 

Fields  Landing,  CA  95537 

(707)    443-1673   FAX    (707)    443-7952 


JAY  BORNSTEIN 


TIM  HOKGAN 


GENE  BUGATTO 


THANE  TIENSON 


Bernstein  Seafoods,  inc. 

P.O.   Box  188 

Bellingham,  WA  98227 

(206)     734-7990   FAX    (206)     734-5732 


Ocean  Beauty 
P.O.  Box  70739 
Seattle,  WA  98107 
(206)    285-6800  FAX 


(206)    281-5897 


California  shellfish  Co.,  Inc. 

P.O.  Box  2028 

San  Francisco,  CA  94126 

(415)    923-7400  FAX    (415)    775-9241 

Copeland  Landye  Bennett  s  wolf 

3500  First  Interstate  Tower 

Portland,  OR  97201 

(503)    224-4100   FAX    (503)    224-4133 
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Jere  T.  Murray, Ph.D. 
Seldovla,  AK. 

Mr.  Richard  Lauber,  Chairman 

North  Pacific  Fisheries  Management  Council 

Dear  Sirs;  October  16,  1993 

re:  The  North  Pacific  Fisheries  Management  Council(NPFMC) 

Allocation  of  Fishing  Privileges   to  on-ebore  operations   in 
the  Halibut  and  Sablefish  Individual  TransfereQjle 
Quota (ITQ)  Fishery  Management  Plam 

NOAA  General  Counsel --Alaska  Region  in  its  opinion  of  9/20/93 
summarized:    'The  Coiincils  and  the  Secretary  also  have  the  authority 
to  limit  access  to  one  or  more  fisheries.   Access  to  these  fisheries 
is  limited  by  the  allocation  of  fishing  privileges.' (p2 -2) 

'The  only  specific  reference  in  the  Magnuson  Act  for  allocating 
privileges  appears  in  subsection  301(a) (4),  or  national  standard  4." 

National  Standard  4  states:  Any  fisheiry  management  plan 
prepared,  eind  any  regulation  promulgated  to  implement  any  such  plan, 
p\irsuant  to  this  subchapter  shall  be  consistent  with  the  following 
national  standards  for  the  fishery  conservation  and  management: 

...  (4)  Conservation  and  management  measures  shall  not 
discriminate  between  residents  of  different  States.   If  it  becomes 
necessary  to  allocate  or  assign  fishing  privileges  among  various 
United  States  EISHEEMEU,  such  allocation  shall  be  (A)  ...to  all  such 
ZISHEBMEH; ...." (emphasis  added) (16  U.S.C.  1851(a)(4). 

Halibut  are  not  covered  under  the  Magnuson  Act,  being  the 
subject  of  treaty  and  international  protocol,  but  are  covered  under 
the  1982  Halibut  Act.  Limited  access  under  the  Halibut  Act  is 
regulated  by  :  ' ...  if  it  becomes  necessary  to  allocate  or  assign 

halibut  fishing  privileges  among  various  United  States  fishermen " 

(HALIBUT  ACT  OF  1982,  P.L.  97-176,  97  Stat.  79  Sec.  5  (c) ) 

To  determine  what  privileges  are  available  for  allocation  cuid  to 
whom  it  is  legal  to  allocate  those  privileges  one  must  look  to  the 
definitions.  Magnuson  Fishery  Conservation  and  Management  Act,  Sec. 3, 
definitions: 

(10)  The  term  'fishing"  means- - 

(A)  the  catching,  ta)cing,  or  harvesting  of  fish; 

(B)  the  attempted  catching,  talking,  or  harvesting  of  fish; 

(C)  einy  other  activity  which  can  reasoneibly  be  expected  to 
result  in  the  catching,  taking,  or  harvesting  of  fish;  or 

(D)  any  operations  at  aea  in  support  of,  or  in  preparation 
for,  any  activity  described  in  siibparagraphs  (A)  through  (C) 
(emphasis  added) 

Such  term  does  not  include  scientific  research  activity  which  is 
conducted  by  a  scientific  research  vessel. 

(11)  The  term  'fishing  vessel"  means  amy  vessel,  boat,  ship,  or 
other  craft  which  is  used  for,  equipped  to  be  used  for,  or  of  a  type 
which  is  normally  used  for-- 

(A)  fishing;  or 

(B)  aiding  or  assisting  one  or  more  vessels  at  aea  in  the 
performance  of  amy  activity  relating  to  fishing,  including  but  not 
limited  to,  preparation,  supply,  storage,  refrigeration, 
trauisportation,  or  processing. (emphasis  added) 

In  the  September  20,1993  NOAA  General  Counsel--  Alaska  Region 
opinion,  it  is  pointed  out  that  the  Magnuson  Act  only  permits 
allocation  to  'hairvesting  activities  auid  operations  at  -  sea  in  support 
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of  or  in  preparation  for  harvesting  activities."  That  opinion 
follows  an  earlier  NOAA  opinion  that  expanded  the  definition  of 
•fishing"  by  assuming  'at -sea  operation'  would  include  supply, 
transportation,  and  processing  operations.  However,  definition  11  in 
Magnuson  clearly  delineates  that  supply,  transportation,  and 
processing  are  laot  fishing.   Since  only  fishing  privileges  can  be 
assigned  and  only  to  fishermen,  an  Individual  Processing  Quota (IPQ) 
system  is  not  authorized  under  the  Magnuson  Act,  nor  are  such  "at -sea 
trains shipping  privileges  and  at -sea  supplying  privileges"  that  were 
purported  in  that  NOAA  opinion.  The  issue  becomes  slightly  cloudy 
since  the  197  8  House  Appropriation  Committee  contemplated  changing 
definitions  of  fishing  and  processing  based  on  the  faulty  NOAA 
opinion.  No  change  or  clarification  in  either  definition  was  made. 
The  question  then  becomes:  does  the  explicit  distinction  between 
fishing  and  processing  in  the  Magnuson  Act  passed  by  the  full 
congress  or  the  contemplated  redefinition  by  a  committee  govern 
Council  and  Secretary  actions?  We  believe  the  explicit  distinction 
incorporated  into  the  actual  law  clearly  prevails. 

The  most  definitive  point  of  these  opinions  is  that  allocation 
can  only  be  made  consistent  with  National  Steuidard  #4  euid  the  Halibut 
Act,  which  call  for  allocation  to  be  "among  fishermen".   Neither  Act 
provides  an  explicit  definition  of  'fisherman'.  Within  the  acts  we 
must  extrapolate  the  definition  of  'fisherman'  from  the  definition  of 
fishing,  euid  the  logical  conclusion  is  that  a  fisherman  is  one  who 
engages  in  fishing  or  as  Webster  defines:  "One  whose  occupation  is  to 
catch  fish." (Webster's  New  Collegiate) 

Under  both  Acts,  allocation  of  fishing  privileges  must  be  to 
fishermen  and  Ceinnot  be  to  any  on-shore  support  activity.  The 
allocation  of  fishing  privileges  to  on-shore  activities  would,  in  the 
words  of  the  1993  NOT^  opinion,  "be  an  invalid  extension  on  the 
Councils'  and  the  Secretary's  statutory  authority." 

The  NPFMC  in  its  Individual  Trauisferable  Quota  plan  for  halibut 
and  sablefish  did  allocate  fishing  privileges  to  the  on-shore 
activities  of  financial  investment  and  ownership.  The  agency 
clarified  its  rationale  for  this  allocation  in  response  #12  to  NEPA 
comments  (FEIS  page  12,  appendix  E)  that  the  risk  to  financial 
investment  was  the  basis  for  such  allocation.   Clearly,  some  onshore 
processors,  individuals,  corporations,  and  ownership  trusts  that  do 
not  go  to  sea  or  provide  at -sea  operations  will  be  allocated  halibut 
and  sablefish  fishing  privileges  based  on  their  fincuicial  investment 
and  ownership  in  violation  of  National  Standard  4  and  the  Halibut  Act 
of  1982. 

The  statutory  authority  for  assigning  fishing  privileges  is 
specifically  limited  to:  -   allocation  to  fishermen  and  even  the 
broadest  expeinsion  of  the  Magnuson  Act  definition  of  'fishing' 
requires  at  -  sea  support.   The  NPFMC  has  conducted  an  "invalid 
extension  on  the  Councils'  and  Secretary's  statutory  authority"  in 
its  estciblishment  of  a  non- fishermen  class  as  the  recipients  of  the 
assignment  of  fishing  privileges. 

We  hereby  request  that  the  Council  follow  the  NOAA  General 
Counsel  opinion  delineating  the  Council's  authority  in  this  matter, 
request  referral  of  the  regulations  back  to  the  Council,  and  cease 
the  analysis  of  on-shore  class  allocation  in  euiy  other  IFQ  plans. 

Sincerely, 

page  2 

Jere  T.  Murray,  Ph.D. 
cc:   Rich  Theroux,OMB  P.O.Box  237, 

Chris  Oliver, NPFMC  Seldovia,  AK.  99663-0237 
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Fisher  Foods.  Inc. 
7314  Shad  Lindinsi  Rd. 
Sanford.  VA   23H2A 
(80H)  824-3H89    -    (80H)  82H-3480 
FAX  •;   (804)  824-0529 


02/04/94 


U  S  HOUSE  OF  REPRESENTATIVES 

COMMITTEE  ON 

MERCHANT  MARINE  AND  FISHERIES 

ROOM  1334.  LONSWORTH  HOUSE  OFFICE  BUILDING 

WASHINGTON  DC   20515-6230 


HONORABLE  THOMAS  J.  M ANTON.  CHAIRMAN 


MY  COMMENTS  HAVE  TO  DO  WITH  THE  UNFAIRNESS  OF  THE  ITQ  IN  THE 
SURF/QUAHOG  PLAN  BY  THE  MID-ATLANTIC  COUNCIL. 

THE  ALLOCATIONS  WERE  GIVEN  TO  VESSEL  OWNERS  FREE.  NO  CONSIDER- 
ATION GIVEN  TO  SHUCKING  PROCESSORS.  PUTTING  SMALL  FAMILY 
OPERATIONS  OUT  OF  BUSINESS.   LARGE  PROCESSORS  WITH  STRONG 
FINANCIAL  BACKING  WERE  ABLE  TO  BUY  ITQ  AND  LEASE  THEM.  GIVING 
THEM  THE  ADVANTAGE  TO  CONTROL  THE  INDUSTRY.  FORCING  SMALL 
PROCESSORS  OUT. 

ITQ'S  WERE  AWARDED  TO  VESSELS  AND  OWNERS  WHO  WERE  SMUGGLING  DRUGS 

ON  CLAM  VESSELS.   THIRTY  FIVE  PERCENT  OF  THE  ALLOCATION  IS 

CONTROLLED  BY  TWO  MEN  WHO  WERE  CONVICTED  AND  SENTENCED   ONE  TO  8 

YEARS,  FEDERAL  PRISON.  ONE  TO  TEN  YEARS.  STATE  PRISON. 

THE  NATIONAL  MARINE  FISHERIES  LOANED  ONE  OF  THE  CONVICTED  DRUG 
SMUGGLERS  SEVEN  MILLION  SIX  HUNDRED  THIRTY  ONE  THOUSAND  DOLLARS 
OF  U  S  GOVERNMENT  MONEY  TO  EXPAND  HIS  VIRGINIA  BUSINESS.  AND  TO 
FREE  UP  OTHER  CASH  HE  HAS  TO  PURCHASE  ITQ's. 

ITQ  DOESN'T  WORK.   THE  FEDERAL  GOVERNMENT  GAVE  AN  AMERICAN 
RESOURCE  OWNED  BY  THE  AMERICAN  PEOPLE  TO  A  MINORITY  FOREVER. 

QUOTA  WITH  A  GOOD  CONSERVATION  PLAN  SHOULD  HAVE  BEEN  IMPLEMENTED 
SO  ALL  AMERICANS  COULD  HAVE  THEIR  SHARE. 


t-NCE  G.  FISHER 


77-904  0-94-4 
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INDIVIDUAL  FISHING  QUOTAS 

FOR  HALIBUT  AND  SABLEFISH  FISHERIES  OFF  ALASKA: 

NOW  WE  BEGIN 

Presented  at  the  Fish  Expo  Seminar 

"Who  Gets  What?  IFQs  in  the  North  Pacific" 

Seattle,  WA,  October  21,  1993 

by  Jay  J.  C.  G inter 

National  Marine  Fisheries  Service,  Alaska  Region 

P.O.  Box  21668,  Juneau,  AK  99802 


Introduction 

Individual  fishing  quotas  or  IFQs  are  a  relatively  new 
addition  to  the  fishery  manager's  kit  bag  of  management  tools. 
Such  limited  access  systems,  also  known  as  individual 
transferable  quotas  (ITQs) ,  have  been  seriously  considered  by 
fishery  management  authorities  only  since  the  late  1980s.   The 
North  Pacific  Fishery  Management  Council  began  a  detailed 
assessment  of  IFQ  options  as  an  alternative  to  traditional  open 
access  management  in  1990. 

In  the  beginning,  there  was  the  question,  what  is  an  ITQ 
system  and  why  is  it  considered?   The  Council  had  few  models  from 
New  Zealand,  British  Columbia,  and  the  Mid-Atlantic  states,  to 
cite  a  few  examples.   Analysts  working  for  the  Council  then 
started  to  work  on  the  question,  what  will  happen  if  an  IFQ  or 
ITQ  system  is  implemented  in  the  sablefish  and  halibut  fisheries? 
Now,  with  such  a  system  approved  by  the  Secretary  of  Commerce,  I 
am  here  to  answer  the  question,  how  the  National  Marine  Fisheries 
Service  intends  to  implement  the  IFQ  program  for  halibut  and 
sablefish  off  Alaska.   Also,  I  would  like  to  tell  you  about  the 
progress  we  have  made  so  far. 

Basic  Background 

First,  I'd  like  to  give  you  some  basic  information  that 
indicates  the  magnitude  of  the  fisheries  that  will  be  managed 
under  the  IFQ  program.   In  1993,  the  total  catch  limit  for  the 
commercial  halibut  fishery  in  areas  2C  through  4E  was  43,240,000 
pounds.   The  total  allowable  catch  of  sablefish  by  longliners 
this  year  in  the  Bering  Sea  and  Aleutian  Islands  area  was 
5,952,000  pounds  and  in  the  Gulf  of  Alaska  it  was  39,921,000 
pounds.   All  together,  if  the  IFQ  program  were  in  effect  this 
year,  it  would  have  applied  to  fisheries  for  slightly  more  than 
89  million  pounds. 

Annually,  there  are  about  1,500  fishermen  that  participate 
in  the  halibut  fishery  and  about  750  vessels  permitted  to  operate 
in  the  sablefish  longline  fishery  off  Alaska.   However,  our 
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records  indicate  that  about  6,600  vessel  owners  will  qualify  for 
an  initial  allocation  of  quota  share  (QS) ,  and  we  anticipate 
about  8,000  to  10,000  applications  for  QS.   This  will  be  the 
first  ITQ  program  that  NMFS  will  implement  in  the  Pacific,  and  it 
is  significantly  larger  than  the  two  ITQ  programs  currently  being 
managed  by  NMFS  on  the  Atlantic  Coast. 

Basically,  there  are  four  parts  to  implementing  the 

halibut/sablef ish  IFQ  program:  (1)  regulations,  (2)  initial 

allocation,  (3)  quota  share  and  IFQ  transfer,  and  (4)  catch 
monitoring. 

Regulations 

The  final  implementing  regulations  are  scheduled  to  be 
published  soon  in  the  Federal  Register.   After  they  are 
published,  copies  of  the  regulations  will  be  available  from  my 
office,  the  Fisheries  Management  Division,  Alaska  Region,  NMFS, 
in  Juneau  Alaska.   Although  we  refer  to  these  as  the  final 
regulations,  they  do  not  signify  the  end  of  the  regulatory 
process.   Indeed,  this  is  perhaps  just  the  beginning.   At  its 
meeting  last  month  in  Anchorage,  the  Council  approved  a  quota 
share  block  proposal.   If  approved  by  the  Secretary  of  Commerce, 
the  "block  proposal"  will  require  small  initial  allocations  of 
quota  share,  those  that  result  in  IFQs  of  less  than  20,000  pounds 
the  first  year,  to  be  transferred  as  a  unit  or  block.   Before 
this  would  come  into  effect,  there  will  be  opportunity  for  public 
comment  on  a  proposed  rule  followed  by  publication  of  a  final 
rule,  again  if  approved  by  the  Secretary.   In  addition,  we  are 
preparing  regulations  to  implement  an  appeals  procedure.   Again, 
there  will  be  a  proposed  rule  published  and  a  public  comment 
period  on  the  appeals  regulations  before  they  are  made  final. 

The  IFQ  program  is  likely  to  be  a  source  of  constant  public 
debate  for  several  years  as  fishermen,  processors,  the  Council 
and  NMFS  gain  experience  with  its  strong  points  and  weak  points. 
We  expect  to  be  making  regulatory  changes  to  the  program  based  on 
this  experience  for  the  foreseeable  future.   This  evolution  of 
the  IFQ  program  makes  the  regulatory  process  an  integral  part  of 
IFQ  implementation. 

Initial  allocation 

The  initial  allocation  of  fishing  privileges  is  usually  the 
most  contentious  part  of  any  limited  access  system,  and  the  IFQ 
program  is  no  exception.   As  developed  by  the  Council,  basic 
eligibility  for  an  initial  allocation  of  quota  share  requires 
ownership  (or  lease)  of  a  vessel  that  made  landings  of  halibut  or 
sablefish  caught  with  fixed  gear  any  time  during  the  period  1988, 
1989,  or  1990.   If  you  pass  this  test,  the  next  question  is  how 
much  quota  share  will  you  be  allocated?   The  amount  of  quota 
share  allocated  is  based  on  a  your  five  best  years  for  halibut 
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during  the  period  1984-1990,  and  for  sablefish  during  the  period 
1985-1990.   The  amount  of  halibut  or  sablefish  that  you  can 
harvest  in  any  one  year  in  an  area,  your  IFQ,  will  be  based  on 
your  quota  share,  relative  to  the  total  of  everyone's  quota  share 
for  that  area,  and  the  total  allowable  catch  for  that  area.   So 
fishermen  who  are  allocated  larger  quota  shares  will  receive 
larger  IFQs. 

Fishermen  will  have  to  apply  for  an  initial  allocation  of 
quota  share.   There  will  be  only  one  application  period  for  quota 
share,  but  it  will  be  a  period  of  about  six  months  and  it  will  be 
well  publicized.   In  preparation  for  this  application  process,  we 
have  assembled  a  database  of  over  3  00,000  records  based  on 
Alaska,  Washington,  and  Oregon  fish  tickets. 

An  application  for  an  initial  allocation  of  quota  share  will 
be  sent  to  anyone  who  completes  an  application  request  form.   The 
application  will  include  a  summary  of  all  landings  data  that 
State  and  Federal  confidentiality  rules  will  allow  us  to  give  to 
the  person  who  requests  an  application.   If  you  request  an 
application  and  we  have  no  landings  data  in  our  database  for  you, 
or  the  halibut  and  sablefish  landings  recorded  from  your  vessel 
are  in  another  person's  name,  then  you  will  receive  an 
application  with  no  data  summary.   You  may  then  fill  in  your 
application  with  the  data  that  you  believe  to  be  correct  and 
attach  copies  of  fish  tickets  to  support  your  landings  claim  and 
return  it  the  Alaska  Region,  NMFS.   I  should  emphasize  that  the 
burden  of  proof  will  be  on  the  fisherman  who  claims  that  his 
catch  and  vessel  ownership  history  is  different  from  what  our 
records  indicate. 

If  you  do  not  have  copies  of  fish  tickets  that  another 
fisherman  signed  on  your  behalf,  then  you  can  submit  a  data 
release  form  signed  by  the  other  fisherman  that  will  enable  us  to 
release  his  landings  data  to  you.   Fishermen  who  leased  a  vessel 
during  the  qualification  period  also  will  have  to  provide 
evidence  of  that  lease  by  submitting  a  lease  contract  or 
affidavit  attesting  to  the  lease  signed  by  the  vessel  owner  and 
leaseholder.   If  additional  evidence  is  requested  by  NMFS  to 
support  your  claim  of  halibut  or  sablefish  landings,  vessel 
ownership,  or  lease,  then  you  will  be  provided  one  opportunity  to 
submit  corroborating  documents  within  90  days.   Any  subsequent 
dispute  over  a  quota  share  application  may  be  appealed. 

All  uncontested  quota  share  for  each  management  area  will  be 
assigned  to  a  quota  share  pool  for  that  area.   Calculations  of 
IFQs  will  be  based  on  individual  allocations  of  quota  share  that 
are  in  the  quota  share  pool  on  a  specified  date  near  the 
beginning  of  the  fishing  year.   Quota  shares  that  are  being 
contested  will  not  be  in  the  pool  and  no  IFQ  will  be  issued  for 
them  for  that  year,  so  it  will  be  to  your  benefit  to  resolve  your 
quota  share  disputes  as  quickly  as  possible. 
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Our  current  plan  is  to  begin  the  quota  share  application 
process  early  next  year.   Initial  allocations  of  quota  share  may 
be  appealed  during  a  90-day  period  following  the  issuance  or 
denial  of  a  quota  share  allocation.   The  application  and  appeals 
process  will  take  most  of  1994.   The  initial  issuance  of  IFQ 
would  occur,  according  to  this  schedule,  in  February  of  1995,  and 
fishing  for  sablefish  under  the  IFQ  program  would  begin  in  March 
of  1995  and  continue  through  November.   The  IFQ  fishery  for 
halibut  should  have  the  same  season,  however,  this  decision  must 
be  made  by  the  International  Pacific  Halibut  Commission. 

Quota  share  and  IFQ  transfer 

Buying  and  selling  quota  share  and  IFQ  will  require  another 
application  process  in  order  to  enforce  the  IFQ  policy.   This 
policy,  for  example,  does  not  allow  transferring  quota  share 
between  areas  and  between  vessel  categories.   A  person  may  not 
receive  quota  share  if  he  already  possesses  more  than  a  specified 
maximum  amount,  basically  one-half  percent  of  the  total  halibut 
quota  share  or  one  percent  of  the  total  sablefish  quota  share. 
Catcher  vessel  quota  share  can  be  transferred  only  to  "IFQ  crew 
members"  who  have  at  least  150  days  of  experience  in  commercial 
fishing  in  the  US.   Limitations  also  will  pertain  to  the  transfer 
of  IFQ  depending  on  the  vessel  category  to  which  it  is  assigned. 
In  short,  we  will  have  to  determine  whether  a  person  is  eligible 
to  transfer  or  receive  quota  share  or  IFQ  before  that  transfer 
can  take  place. 

Applications  for  transfer  of  quota  share  and  IFQ  may  be 
submitted  any  time  but  will  not  take  effect  until  approved  by  the 
Director  of  the  Alaska  Region,  NMFS.   To  make  this  process  as 
efficient  as  possible,  we  will  be  developing  another  database  of 
persons  eligible  to  receive  quota  share  or  IFQ  and  a  computer 
system  to  track  transfers. 

Catch  monitoring 

There  is  no  question  that  the  IFQ  program  will  require  a 
more  sophisticated  catch  reporting  and  monitoring  system  than  we 
currently  have.   To  prepare  for  this,  we  are  planning  to  develop 
an  electronic  reporting  system  that  will  operate  similar  to  a 
credit  card  or  automatic  teller  card.   Basically,  fishermen  will 
be  issued  an  IFQ  card  if  they  have  an  IFQ  allocation.   The  card 
will  have  coded  information  that  will  be  read  by  a  machine.   A 
landing  of  IFQ  halibut  or  sablefish  will  be  recorded  by  entering 
data  into  the  machine  and  the  quota  share  holder's  account  for 
which  the  card  is  issued  will  be  automatically  debited.   Such 
landings  reports  will  prot-ably  not  replace  the  current  fish 
ticket  reports,  but  we  are  hopeful  that  reports  of  all  catches 
will  be  electronically  transmitted  in  the  future. 

In  addition,  to  improve  our  monitoring  capability,  fishermen 
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will  be  required  to  give  us  prior  notice  of  their  intent  to  land 
any  IFQ  fish.   Landings  of  IFQ  fish  will  be  allowed  only  to 
registered  buyers  who  must  apply  for  and  hold  a  registered 
buyer's  permit.   Registered  buyers  must  report  landings  within 
six  hours  of  the  landing  and  before  shipment.   The  regulations 
also  will  provide  for  shipment  reports  and  control  transshipment 
between  vessels  and  dockside  sales. 

Enforcing  the  integrity  of  the  IFQ  program  against  fraud  and 
abuse  is  critical  to  the  success  of  this  program  and  our  ability 
to  prevent  overfishing.   We  have  requested  substantial  increases 
in  funding  for  NMFS  enforcement  and  NOAA  General  Counsel. 
Penalties  for  violations  could  be  severe  and  include  sanctioning 
of  a  violator's  quota  share  or  registered  buyer's  permit. 

Progress  to  date 

We  have  made  significant  progress  on  all  four  of  these 
fronts  since  the  IFQ  program  was  approved  by  the  Secretary  on 
January  29,  1993.   A  Federal  Register  notice  has  been  prepared 
which  contains  the  final  regulations  and  responses  to  summaries 
of  all  public  comments  received  on  the  proposed  regulations. 
Contracted  work  on  developing  the  initial  allocation  database  was 
started  in  April.   An  interagency  IFQ  database  steering  committee 
was  formed  to  give  guidance  to  this  work.   Work  on  systems 
analysis  and  computer  software  began  earlier  this  month  through 
an  additional  contract  with  Computer  Sciences  Corporation.   A  new 
division  within  the  Alaska  Region  to  administer  the  IFQ  program 
has  been  established  and  a  division  chief  has  been  hired.   This 
division  currently  is  staffed  with  temporary  personnel  and 
contract  employees  but  several  new  positions  have  been  described 
and  likely  will  be  advertised  soon. 

The  IFQ  program  is  one  of  the  largest  and  most  complex 
fishery  management  programs  undertaken  by  NMFS,  but  we  are 
committed  to  its  success  and  to  making  the  program  as  'luser 
friendly"  as  possible.   Although  I  don't  have  time  to  explain 
every  detail  and  facet  of  the  program,  I'll  be  happy  to  answer 
your  questions  either  here  after  this  seminar  or  at  the  NMFS 
booth  in  the  Exhibition  Hall. 

Thank  you. 


Ginter,  10-17-93,  FEXPO.PRE 

Revised:  10-19,  10-20,  and  10-21-93 
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MEMO 


TO:  Those  Interested  in  Marine  Fish  Conservation 

FROM:  Ken  Hinman,  Executive  Director 

SUBIECT:      Limiting  Entry  to  Marine  Fisheries 

I  am  enclosing  a  copy  of  THE  CROWDED  SEA:  AN  ISSUE  PAPER  ON  LIMITING 
ENTRY  TO  MARINE  FISHERIES,  prepared  by  the  National  Coalition  for  Marine 
Conservation. 

This  paper  considers  the  need  for  limiting  entry  to  marine  fisheries,  discusses  those 
management  problems  limited  entry  might  address,  and  defines  and  assesses  its 
potential  -  advantages  and  disadvantages  -  as  a  means  for  advancing  the  nation's 
fishery  conservation  and  management  goals. 

The  National  Coalition  for  Marine  Conservation's  overriding  interest  in 
considering  limited  entry  is  resource  conservation.   This  paper  neither  endorses  nor 
does  it  reject  specific  limited  entry  programs.   Instead,  we  urge  a  reasoned  and 
deliberate  approach  in  planning  the  application  and  implementation  of  limited 
entry  schemes,  suggest  some  basic  principles  to  guide  the  use  of  limited  entry  as  a 
management  tool  and  enhance  its  potential  for  success,  and  conclude  with 
recommendations  for  legal  and  policy  changes  at  the  federal  level. 

It  is  our  sincere  hope  that  this  discussion  and  analysis  will  contribute  to  the  ongoing 
dialogue  about  how  limiting  entry  to  marine  fisheries  can  and  should  fit  in  to  our 
national  fisheries  policy. 

Thank  you  for  your  interest. 
Enclosure 


Primed  on  Recycled  Slock 
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THE  CROWDED  SEA 


AN  ISSUE  PAPER  ON  LIMITING  ENTRY 
TO  MARINE  FISHERIES 


by  Ken  Hinman  and  Carl  Paulsen 
National  Coalition  for  Marine  Conservation 
Savannah,  Georgia 


November  1993 


SUMMARY 

Historic  open  occess  policies  hove  led  to  over- 
crovi/ding  and  overcapitalization  in  mony  U.S.  ocean 
fisheries.  This  condition  contributes  to  and/or  exac- 
erbates overfishing,  bycatch,  waste,  user  conflicts, 
high  monagement  costs  and  economic  inefficiency. 
In  response,  limited  entry  as  a  control  on  fishing 
effort  is  being  considered  in  a  growing  number  of 
U.S.  commercial  fisheries.  In  some  coses,  this  means 
not  merely  restricting ,  but  substantially  reducing  the 
total  number  of  participants  in  a  given  fishery 

By  virtue  of  limiting  entry  into  o  fishery,  the 
government  bestows  an  exclusive  nghtto  harvest  a 
shore  of  a  public  resource .  whether  or  not  individual 
shares  or  vessel  quotas  ore  assigned.  In  theory, 
participants  will  thus  hove  a  greater  incentive  -  o 
proprietary  interest,  if  you  will  -  to  support  ond  com- 
ply with  measures  to  conserve  fish  populations  for 
the  long  term.  These  concepts  -  limited  entry  and 
the  rights-based  fishing  it  confers  -  represent  a  radi- 
cal departure  from  prevailing  practice. 

It  is  our  conclusion  that  limited  entry  is  not  a 
panacea  for  fisheries  management  problems,  but 
rather  can  help  supplement  more  traditional 
regulatory  measures.  Nor  are  limited  entry  systems 
suitable  for  all  fisheries.  Whether  or  not  they  ore  o 
preferred  option,  and  whot  type  of  system  is  appro- 
priate, must  be  determined  on  a  fishery-by-fishery 
basis,  according  to  iocol  needs  and  condrtions 

In  our  view,  limited  entry,  if  properly  imple- 
mented, offers  the  potential  to  alleviate  o  wide 
range  of  management  problems,  including 
overfishing.  Likewise,  there  are  potentiol  pitfalls  if  all 
the  ramifications  of  privatizing  publicly-owned 
resources  are  not  fully  considered.  Above  all,  any 
limited  entry  program  should  contain,  as  a  principal 
feature,  a  demonstrable  conservation  benefit. 


While  urging  a  reasoned  and  deliberate  pace 
in  planning  the  application  ond  implementation  of 
limited  entry  schemes,  we  suggest  some  basic  prin- 
ciples to  guide  the  use  of  limited  entry  as  a  manage- 
ment tool  and  enhance  its  potential  for  success, 
and  conclude  with  recommendations  for  legal  and 
policy  changes  at  the  federal  level. 
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I.  INTRODUCTION 

For  the  purposes  of  this  paper,  limiting  en- 
try to  marine  fisheries  means  directly  restricting 
the  number  of  fishermen  and/or  fishing  vessels 
permitted  to  participate  in  a  particular  fishery. 

Limited  entry  is  a  reversal  of  the  traditional 
practice  of  allowing  citizens  free  and  open  access 
to  publidy-owned  fish  populations  for  private 
exploitation.  Limited  entry  is,  by  most  mea- 
sures, a  fundamental  -  some  would  say  radical  - 
departure  from  the  status  quo  in  the  management 
of  living  marine  resources  in  the  United  States. 

Putting  limits  on  access  to  marine  fish 
populations  is  not  new,  of  course,  and  can  take 
many  forms:  for  example,  fishing  within  estab- 
lished quotas;  restrictions  on  the  use  of  certain 
types  of  fishing  gear  or  the  capture  of  certain 
spedes;  and  time-area  dosures,  where  desig- 
nated coastal  waters,  such  as  spawning  grounds. 

Limiting  entry  may  provide  an 
important  new  tool  for 
conserving  and  managing 
some  marine  fistieries. 


are  placed  off  limits  during  specific  periods. 
These  are  all  forms  of  controlling  public  access 
in  order  to  advance  fishery  management  goals. 

What  is  commonly  referred  to  as  limited 
entry,  however,  is  controlled  access  in  its  most 
severe  form;  designating  a  finite  number  of 
individuals,  or  fishing  vessels,  permitted  to 
operate  in  a  given  fishery.  And  because  it  is,  in 
many  cases,  a  response  to  overcrowding,  limited 
entry  often  means  actually  reducing  the  number 
of  fishermen*  allowed  to  fish,  either  directly  or 
through  some  form  of  incentives  or  disincentives. 

Limited  entry  is  a  heretofore  little  used  and 
highly  controversial  management  strategy  in 
the  U.S.  It  is  still  a  pariah  among  many  American 
fishermen,  who  feel  controlling  the  number  of 

*  Numbers  of  fishermen  wUl,  in  most  instances,  also 
refer  to  numbers  of  fishing  units,  i.e.,  vessels,  traps, 
nets,  etc. 


people  allowed  to  fish  revokes  their  traditional 
rights  and  inhibits  their  historic  fishing 
patterns.  Even  so,  an  increasing  number  of 
fishermen,  along  v^ath  fishery  managers  and 
members  of  the  conservation  community, 
recognize  that  limiting  total  participation  may 
provide  an  important  new  tool  for  conserving 
and  managing  some  marine  fisheries,  a  tool 
that's  now  missing  from  the  usual  bag  of  regu- 
latory strategies. 

Because  of  mounting  interest  in  limited 
entry  as  a  legitimate  management  option  -  to 
the  point  where  it  is  currently  being  actively 
promoted  in  a  number  of  major  U.S.  fisheries 
-  fishery  policy  makers,  fishermen,  conserva- 
tionists and  others  would  do  well  to  pause  and 
take  a  critical  look  at  limited  entry;  in  terms  of 
how  it  might  help  resolve  some  of  the  prob- 
lems plaguing  our  ocean  fisheries  and  contrib- 
ute to  the  rational  use  of  marine  resources  for 
the  benefit  of  all  Americans. 

In  doing  so,  we  should  acknowledge 
upfront  that  Umited  entry  is  not  an  answer  for 
all  the  nation's  fisheries  ills.  Indeed,  there  is  a 
downside,  and  we  must  carefully  examine  it 
and  understand  it.  In  particular,  limited  entry, 
by  virtue  of  allocating  to  certain  citizens  an 
exclusive  right  to  fish,  raises  concerns  about 
the  implications  and  ramifications  of  awarding 
private  citizens  a  form  of  "ownership"  of 
publicly-owned  natural  resources. 

The  purpose  of  this  issue  paper,  prepared 
for  the  National  Coalition  for  Marine  Conser- 
va  tion  with  funding  from  the  David  and  Ludle 
Packard  Foundation,  is  to  consider  the  need 
for  hmiting  entry  to  marine  fisheries,  discuss 
those  management  problems  limited  entry 
might  address,  and  define  and  assess  its  po- 
tential -  advantages  and  disadvantages  -  as  a 
means  for  advancing  the  nation's  fishery  con- 
servation and  management  goals. 

The  National  Coalition  for  Marine 
Conservation's  overriding  interest  in  consid- 
ering limited  entry  is  conservation,  not  sodal 
or  economic  engineering.  Moreover,  this  paper 
neither  endorses  nor  does  it  reject  spedfic 
limited  entry  programs,  of  which  there  are  a 
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variety.  Rather,  it  is  our  sincere  hope  that  the 
following  discussion  and  analysis  will 
contribute  to  the  ongoing  dialogue  about  how 
limiting  entry  to  marine  fisheries  can  and  should 
fit  in  to  our  national  fisheries  policy. 

II.  THE  WRITING  IS  ON  THE  WALL 

Limited  entry  is  an  issue  fast  rising  to  the 
top  of  the  national  fisheries  agenda.  It  is  pos- 
sible, even  likely,  that  during  the  next  decade 
the  complexion  of  U.S.  fisheries  will  change 
dramatically,  from  policies  allowing  generally 
unrestricted  participation  to  some  form  of  di- 
rect controls  on  the  absolute  numbers  of  fisher- 
men allowed  to  fish  in  many,  if  not  most,  of  our 
commercial  fisheries. 

The  handwriting  is  already  on  the  wall. 
Where  in  the  past  limited  entry  was  discour- 
aged as  a  management  tool,  it  is  now  openly 
and  actively  encouraged.  The  National  Marine 
Fisheries  Service  (NMFS),  an  agency  of  the  U.S. 
Commerce  Department,  advocates  "conversion 
from  open  access  fisheries  to  controlled  access," 
dting  how  the  "race  for  the  fish"  that  character- 
izes open  access  fisheries  causes  economic 
inefficiency,  which  in  turn  creates  and  /  or  rein- 
forces pressure  to  overfish  (NMFS  1991). 

The  agency  has  informed  the  Regional  Fish- 
ery Management  Councils,  responsible  for  pre- 
paring fishery  management  plans  for  U.S. 
marine  fisheries  under  the  Magnuson  Fishery 
Conservation  and  Management  Act,  that  the 
door  is  open  for  approval  of  limited  entry  as  a 
major  feature  of  these  plans.  NMFS  even 
commissioned  a  national  study  of  individual 
transferable  quotas  -  ITQs  assign  certain 
fishermen  the  privilege  of  catching  a  specified 
quota  -  to  assist  the  Covmcils  in  considering  this 
management  option. 

In  fact,  ITQs,  pioneered  in  New  Zealand, 
Canada  and  several  other  countries,  are  al- 
ready being  used  to  manage  Atlantic  surf  clams 
and  wreckfish  in  the  U.S.  The  total  number  of 
fishing  permits  are  restricted  in  fisheries  for 
spiny  lobster  on  the  east  coast  and  sea  urchins 
on  the  west  coast.  Linuted  entry  plans  based  on 
quota-shares,  either  ITQs  or  similar  individual 


fishing  quota  set  ups,  are  under  consideration 
for  a  number  of  other  fisheries,  including  but 
not  limited  to  Pacific  halibut  and  sablefish,  red 
snapper,  shrimp,  swordfish,  grouper,  Spanish 
mackerel  and  sharks. 

Support  for  limiting  entry  is  coming  from 
outside  the  federal  management  system,  too. 
The  North  American  Fisheries  Leadership 
Workshop,  a  1991  assemblage  of  state  and  fed- 
eral fisheries  adnunistrators  from  all  over  the 
continent  sponsored  by  the  American  Fisheries 
Society,  recommended  exploring  and  imple- 
menting "innovative"  access  control  programs 
in  emerging  and  existing  fisheries  (Harville 
1991). 


In  the  past,  limited  entry  was 
discouraged  as  a  manage- 
ment tool.  Now  it  is  openly 
and  actively  encouraged. 

The  environmental  community,  a  relative 
newcomer  to  marine  fisheries  issues  but  one 
representing  the  growing  interest  among  the 
broader,  non-user  oriented  segment  of  the 
American  public,  is  also  exploring  the  potential 
of  limited  access  for  achieving  conservation 
goals.  The  World  Wildlife  Fund  and  Center  for 
Marine  Conservation,  for  example,  jointly 
sponsored  a  two-day  conference  in  September 
1992  solely  devoted  to  that  topic. 

Finally,  and  perhaps  most  significantly,  a 
growing  number  within  the  commercial  fishing 
industry,  long  a  mighty  fortress  of  opposition 
to  the  notion  of  government  deciding  who  can 
and  cannot  fish,  are  now  giving  limited  entry  a 
fresh  look.  The  growing  perception  within  the 
industry  is  that  allowing  free  and  open  access  is 
failing  both  the  fish  resources  and  the  fisheries 
they  support,  as  evidenced  by  sharply  dediiung 
ca  tches  in  several  of  the  country 's  most  valuable 
fisheries,  declines  that  are  occurring  in  spite  of 
-  or  maybe  we  should  say  because  of  -  an 
unprecedented  rise  in  fishing  effort. 

"You  can't  conserve  stocks  in  a  free-for-all," 
concludes  Richard  Allen,  a  commercial 
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fisherman  and  member  of  the  New  England 
Fishery  Management  Council  who  was  himself 
once  a  staunch  foe  of  limited  entry.  That 
sentiment  is  being  echoed  across  the  country. 

III.  WHAT'S  WRONG  WITH 
THIS  PICTURE? 

Prior  to  1976,  waters  off  the  U.S.  coastline 
were  truly  open  access,  open  to  foreign  as  weU 
as  domestic  fishermen.  But  over-exploitation 
by  visiting  foreign  fleets  triggered  a  shift  in 
policy,  restricting  foreign  fishing  near  our 
shores.  In  1976,  the  U.S.  Congress  enacted  the 
Magnuson  Act  to  "promote  [domestic] 
commercial  and  recreational  fishing"  within  a 
200-mile  fishery  conservation  zone  "under 
sound  conservation  and  management  prin- 
ciples." 

In  the  years  following  passage  of  the  new 
law,  the  U.S.  fishing  fleet  grew  substantially,  by 
40%  in  numbers  of  boa  ts  and  60%  in  numbers  of 


Fishermen  are  expending  an 
increasing  amount  of  effort  to 
catch  a  decreasing  amount 
of  fish. 

fishermen.  At  first  this  expansion,  replacing 
displaced  foreign  vessels  within  our  zone  and 
exploiting  under-utilized  species,  produced  a 
substantial  rise  in  domestic  fish  catches.  But 
beginning  in  the  1980s,  the  correlation  between 
increased  fishing  effort  and  higher  catches  broke 
down.  Although  effort  continued  to  rise  -  both 
in  terms  of  the  numbers  of  active  vessels  and 
the  fishing  capacity  per  vessel,  thanks  to  the 
development  and  use  of  more  sophisticated 
gear  and  fish-finding  technologies  -  catches 
peaked  and,  in  most  major  fisheries,  fell  into  a 
decline. 

Today,  67  species  or  stocks  of  fish  found  off 
the  U.S.  coastline  are  overutilized,  many 
severely,  according  to  the  most  recent 
government  studies.  That  amounts  to  43%  of 


those  stocks  whose  condition  is  knov^m.  Overall, 
our  marine  fisheries  are  overfished  and  under- 
producing. The  long-term  potential  yield  of 
U.S.  fisheries  is  estimated  to  be  7.7  milhon  tons 
a  year,  about  50%  higher  than  recent  average 
yields  (NMFS  1992). 

NMFS  estimates  that  overfishing  and  over- 
capitalization -  that  is,  more  fishing  capacity 
than  is  needed  to  catch  the  available,  or  surplus, 
fish  -  are  depriving  the  U.S.  commercial  fishing 
industry  of  approximately  $3  billion  a  year  in 
economic  benefits.  The  economic  impact  of  lost 
recreational  opportunities  is  unquantified  but 
thought  to  be  equally  substantial.  Less  well 
known,  but  potentially  more  damaging  from 
both  a  biological  and  economic  perspective,  are 
the  long-term  effects  of  overfishing  and  stock 
depletion  on  the  stabihty  of  ocean  ecosystems. 

Generally  speaking,  the  amount  of  fishing 
effort  being  expended  in  U.S.  fisheries  far 
exceeds  the  amount  needed  to  catch  what  the 
resources  are  capable  of  producing  on  a 
continuing  basis.  In  other  words,  an  increasing 
amount  of  fishing  effort  is  being  exerted  to  land 
a  decreasing  amount  of  fish. 

One  of  the  most  dramatic  examples  is  that  of 
New  England  groundfish,  among  the  nation's 
oldest  and  most  valued  fisheries.  Unchecked 
expansion  of  the  U.S.  trawl  fleet  beginning 
shortly  after  passage  of  the  Magnuson  Act 
eventuaUy  drove  cod,  haddock  and  flounder 
populations  down  to  all-time  lows.  Today, 
with  too  many  fishermen  chasing  too  few  fish, 
the  industry  is  in  dire  financial  straits. 

The  cost  to  the  nation  in  lost  economic 
benefits  is  staggering.  If  the  groundfish  stocks 
were  restored  and  fishing  effort  brought  into 
balance  with  the  capacity  of  the  resource  to 
sustain  it,  the  fishery  could  produce  $350  mil- 
lion more  in  gross  income  annually  and  14,000 
additional  jobs  (Sissenwine  and  Rosenberg 
1993).  If  this  isn't  done,  warns  Richard  Roe, 
northeast  director  of  NMFS,  "the  New  England 
groundfishery,  like  the  New  England  textile 
industry,  may  become  history"  (Roe  1993). 

Or  consider  also  the  southern  shrimp  trawl 
fishery,  another  of  the  nation's  most  valuable. 
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The  number  of  boats  and  amount  of  effort  in  the 
Gulf  of  Mexico  shrimp  fishery  tripled  between 
1960  and  the  late  1980s,  to  where  today  there 
are  an  estimated  15,000  active  trawlers.  Yet 
during  this  period  of  growth,  catches  decreased 
by  300  pounds  per  vessel  ton.  In  the  south 
Atlantic  region,  shrimping  effort  has  also  risen 
dramatically.  Around  1930,  there  were  fewer 
than  650  boats  catching  30  million  pounds  of 
shrimp.  By  1 989,  the  number  of  fishing  permits 
had  increased  to  5,300,  yet  catches  remained  at 
or  below  30  million  pounds  (SAFMC  1993). 

The  Atlantic  harpoon  fishery,  to  cite  yet 
another  example,  caught  7.2  miUion  pounds  of 
swordfish  in  1959.  That  total  is  more  than  the 
recent  (1992)  U.S.  catch.  In  other  words, 
fishermen  using  harpoons  landed  more  fish 
than  today's  modern  longline  fleet  of  well  over 
a  hundred  vessels  employing  30-mile  sets  with 
more  than  500  hooks  per  set.  What's  more,  the 
harpooners'  average  size  fish  was  over  200 
pounds  in  1959,  compared  with  about  60  pounds 
today.  They  operated  in  a  relatively  small  area 
for  several  months,  while  the  longliners  work 
year-round,  from  the  Flemish  Cap  in  the  North 
Atlantic  to  the  waters  off  Brazil. 

The  story  -  increasing  effort  and  declining 
catches  -  is  the  same  worldwide.  According  to 
the  United  Nations  Food  and  Agriculture 
Organization,  declining  landings  are  being 
taken  at  a  much  higher  cost  to  the  world's 
fishermen.  The  annual  operating  cost  of  global 
fishing  in  1989  was  about  $22  billion  greater 
than  revenues  (FAO  1992).  The  red  ink  is,  in 
most  instances,  offset  by  government  subsi- 
dies. 

IV.  THE  TRAGEDY  OF  THE  OCEANS 

There  are  numerous  examples  of 
uncontrolled  growth  in  fishing  fleets  until  the 
catching  capacity  far  exceeds  the  sustainable 
yield,"  confirm  NMFS  senior  scientist  Michael 
Sissenwine  and  Andrew  Rosenberg,  scientific 
editor  of  the  agency's  annual  status  report  on 
U.S.  fisheries.  "A  fleet  will  continue  to  grow 
until  there  is  no  longer  an  economic  incentive 
for  other  vessels  to  join  it.     At  this  point. 


proposals  to  reduce  catch  (to  conserve  the 
fishery  resource)  are  met  with  strong  opposition, 
because  most  vessel  owners  cannot  survive 
even  a  short-term  catch  reduction"  (Sissenwine 
and  Rosenberg  1993). 

This  cycle  of  open  access  leading  to 
overcapacity  leading  to  overfishing,  repeated 
again  and  again  in  fishery  after  fishery,  precisely 
describes  the  well-known  "tragedy  of  the 
commons,"  popularized  by  Garret  Hardin  in 
his  famous  1968  essayof  the  same  name. 

The  tragedy  is  that,  in  the  unfettered  use  of 
the  ocean  and  other  common  property  re- 
sources, what  is  in  the  best  interests  of  the 
individual  is  not  necessarily  in  the  best  interest 
of  the  resource  or  of  the  community  as  a  whole. 
Individual  fishermen,  even  when  confronted 
with  an  overall  decline  in  fish  populations, 
have  no  short-term  incentive  to  conserve  -  that 
is,  voluntarily  constrain  their  own  fishing  ef- 
fort. Each  fisherman  believes,  and  with  good 
reason,  that  what  he  or  she  doesn't  catch,  some- 
one else  probably  will.  Hence,  open  access 
fisheries  often  deteriorate  into  a  race  for  the 
fish,  or  what  is  often  characterized  as  derby 
fishing. 

In  the  frantic  race  for  fish, 
conservation  takes  a  backseat 
to  immediate  financial 
concerns. 

The  commons  problem  was  actually  first 
applied  to  fisheries  in  a  1954  article  by  Scott 
Gordon.  Gordon  argued  that  "(c)ommon 
property  resources  are  free  goods  to  individuals 
and  scarce  goods  to  society."  Under  freedom  of 
access,  he  warned,  unregulated  fishing  effort 
increases  until  fishing  becomes  unprofitable 
and  resources  are  overexploited  (Gordon  1954). 

In  most  developed  fisheries  there  is  some 
regulation  of  fishing  activities  -  quotas  by  spe- 
cies, size  limits,  gear  restrictions,  seasonal 
closures  and  so  forth.  But  in  very  few  fisheries 
are  there  any  direct  controls  on  the  number  of 
participants  or  the  total  amount  of  fishing 
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capacity  permitted.  Without  such  controls, 
managers  must  devise  rules  to  limit  fishing 
effort  by  making  fishermen  less  efficient.  So 
instead  of  an  appropriate  number  of  fishing 
vessels  working  at  full  capacity,  there  are  an 
excessive  number  of  boats  regulated  in  a  v^^ay 
that  ensures  they  operate  inefficiently. 

The  most  drastic  example  of  an  overcrowded, 
open  access  fishery  is  North  Pacific  halibut. 
With  on  average  4,000  vessels  competing  for  the 
annual  quota,  the  fishery  consists  of  just  two  24- 


Open  access  does  not  in  and 
of  itself  cause  overfishing.  But 
it  does  create  pressures  to 
overfisti  ttiat  traditionai  man- 
agement methods  have  failed 
to  control. 


hour  "seasons"  during  which  fishing  resembles 
a  feeding  frenzy.  According  to  biologists,  the 
fleet  is  twenty  times  bigger  than  is  needed  to 
catch  the  available  resource.  This  Alaskan  free- 
for-all  is  not  only  grossly  inefficient,  but  results 
in  an  enormous  amount  of  waste,  as  damaged 
fishing  nets  and  lower  value  fish  are  tossed 
away  at  sea  in  the  frantic  race  to  catch  as  many 
fish  as  possible  in  the  limited  time  allowed 
(NPFMC  1992).  Tragically,  the  lives  of  seven 
fishermen  were  lost  last  year  in  the  halibut  free- 
for-all. 

Overcapitalized  and  overexploited  fisher- 
ies operate  at  an  economic  loss,  with  each  fish- 
erman getting  a  smaller  piece  of  a  shrinking 
pie.  Conservation  and  other  concerns  take  a 
backseat  to  immediate  financial  ones,  such  as 
paying  boat  mortgages  and  other  bills.  With 
few  alternatives,  marginal  fishermen  keep  fish- 
ing, trying  to  increase  or  at  least  maintain 
catches,  with  little  regard  for  the  long-term 
impact  on  the  resource  or  the  long-term  viability 
of  the  fishery  it  supports. 

Managing  fisheries  for  their  long-term 
sustainability  requires  a  careful  balance  be- 
tween catches  now  and  maintaining  healthy 


and  productive  resources  for  the  future.  A  free 
and  open  fishery,  however,  offers  few  incen- 
tives for  individual  restraint  and  puts  the  em- 
phasis squarely  on  maximizing  present  catch. 
In  turn,  the  pressure  on  competing  fishermen 
to  land  as  many  fish  as  possible,  as  quickly  as 
possible,  is  translated  into  pressvu-e  from  the 
fishing  industry  on  managers  to  keep  total 
allowable  catch  levels  as  high  as  possible  in 
order  to  accommodate  the  excess  of  users. 

V.  OPEN  ACCESS  AND  OVERFISHING 

From  a  strictly  resource  conservation  per- 
spective, the  real  problem  is  not  that  there  are 
too  many  fishermen  per  se,  but  that  they  are 
catching  too  many  fish.  Open  access  does  not, 
in  and  of  itself,  cause  overfishing.  It  does, 
however,  create  pressures  to  overfish,  in  ways 
that  traditional  management  has  difficulty 
controlling. 

Fishermen  have  a  narrow  range  of  incen- 
tives within  which  to  act,  most  of  them  financial. 
When  fishing  is  profitable,  fishermen  invest  in 
gear  and  technology  to  give  them  greater  catch 
capacity.  Others  enter  the  fishery,  adding  even 
more  fishing  power.  Inevitably,  catches  wall  at 
some  point  cease  to  increase  incrementally  with 
the  addition  of  fishing  effort,  then  do  not 
increase  at  all,  and  finally  start  to  decline. 

If  prices  rise  as  the  fish  become  scarce,  as 
often  happens,  this  pattern  will  continue,  with 
perhaps  even  more  fishermen  joining  the  fish- 
ery to  take  advantage  of  the  high  prices.  If 
prices  do  not  increase  to  offset  declining  land- 
ings, fishermen  will  strive  to  increase  their 
catch  by  intensifying  their  fishing  effort  or 
seeking  to  remove  restrictive  regulations. 

Ironically,  the  nature  of  open  access  fisheries 
-  touted  by  some  as  a  pure  manifestation  of  free 
market  competition  -  is  such  that  free  market 
incentives  do  not  cause  individual  fishermen  to 
voluntarily  depart  from  a  fishery  when  they 
determine  their  individual  catch  is  not  worth 
the  economic  and  sodal  costs  they  accrue  and 
tha t  grea ter  return  migh t  be  obtained  elsewhere 
(as  would  happen  in  most  other  sectors  of  the 
economy).  Most  fishermen  fish  because  there 
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When  a  fishery  is  overcrowded 
with  too  many  participants,  the 
pressures  to  keep  catches  high 
can  be  insurmountable. 

is  nothing  else  they'd  rather  do.  They  will 
remain  in  the  fishery,  or  if  not,  move  to  another 
one. 

As  fish  populations  are  depleted  by 
overfishing,  measures  to  rebuild  the  fishery 
will  be  proposed.  Such  measures  invariably 
will  impose  increased  costs  to  fishermen  in  the 
short-term.  Fishermen  will  resist  regulations 
designed  to  prevent  overfishing  or  rebuild  a 
depleted  stock  in  whatever  ways  they  can. 

In  New  England,  for  example,  groundfish 
fishermen  have  successfully  fought  direct  catch 
limits  despite  years  of  overfishing  which  has 
led  to  the  fishery's  collapse.  They  have  agreed 
to  indirect  controls  on  catches  -  ones  that  are 
readily  ignored  or  evaded  -  but  the  fishermen 
have  routinely  rejected  all  meaningful  attempts 
to  reduce  fishing  effort.  Similarly,  the  southern 
shrimp  fishery  has  become  increasingly 
marginal  and  at  the  same  time  increasingly 
vocal  against  measures  to  control  the  bycatch 
of  sea  turtles  and  finfish.  The  industry  has  so 
far  successfully  fought  off  regulation  of  finfish 
bycatch,  despite  its  devastating  impact  on  other 
fisheries,  most  notably  red  snapper. 

From  a  conservation  standpoint,  resistance 
to  regulation  is  probably  the  most  crucial  con- 
sideration in  the  open  access  vs.  hmited  entry 
debate.  Under  our  present  management  system, 
decision  makers  are  under  constant  pressure  to 
prove  that  proposed  regulations  will  benefit  all 
those  currently  fishing.  This  is  difficult  because 
"the  costs  and  benefits  of  conservation  mea- 
sures are  not  coincident"  (Wilson  and  Gates 
1976).  Fishermen  frequently  oppose  conserva- 
tion measures  simply  because  they  cannot  be 
ensured  of  receiving  the  benefits  of  their 
sacrifice. 

By  definition,  conservation  equals  addition 
by  subtraction,  that  is,  fishermen  must  give  up 


something  today  in  order  to  get  back  something 
tomorrow.  But  as  long  as  fishermen  view 
conservation  as  a  short-term  economic  loss  v^ath 
no  guarantee  they  will  personally  reap  a  future 
benefit,  they  will  try  and  circumvent  existing 
conservation  measures  and  resist  the  imple- 
mentation of  new  ones. 

There  are  numerous  examples  of  catch  lev- 
els being  set  too  high  precisely  because  manag- 
ers are  under  pressure  from  fishermen  to  allow 
them  to  maxinaize  their  catch  for  short-term 
economic  reasons.  When  a  fishery  is 
overcrowded  with  too  many  participants,  each 
just  scratching  out  a  living,  the  pressures  to 
keep  catches  high  can  be  insurmountable. 

When  the  number  of  participants  so  drasti- 
cally exceeds  what's  needed  to  catch  the  sus- 
tainable yield,  the  fishery  gets  out  of  hand  and 
managers  lose  their  ability  to  control  fishing 
mortality,  even  when  a  fishery  is  managed 
under  a  quota,  or  total  allowable  catch  limit.  As 
already  pointed  out,  competition  v^athin  an 
overcrowded  fishery  degenerates  into  a  fishing 
derby.  In  this  free-for-all  environment,  such 
concerns  as  bycatch  of  non-target  or  prohibited 
species,  discard  of  low  value  catches  (known  as 


In  the  race  for  fish,  there  is  little 
regard  for  bycatch,  discards  or 
waste. 


"high-grading")  and  waste  are  secondary  at 
best.  At  worst,  they  are  of  no  concern  at  all. 

Under  conventional  (open  access)  manage- 
ment schemes,  competition  for  a  scarce  resource 
can  be  intense.  In  this  atmosphere,  worrying 
about  bycatch,  discards  and, waste  costs 
fishermen  time  and  time  is  money.  In  short,  the 
race  for  fish  eliminates  the  luxury  of  a 
conservation  ethic. 

In  addition,  the  hectic  race  to  catch  fish 
before  the  fishery  is  shut  dovm  enhances  the 
likelihood  the  quota  v^ll  be  exceeded.  If  a 
fishery  is  too  diffuse,  there  will  be  unreported 
catches  and   frequent  quota  over-runs. 
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Extrapolations  of  catch  data  from  small  at-sea 
or  dockside  samples  are  inaccurate,  and  self- 
reporting  systems  are  unreliable.  Closures, 
therefore,  are  initiated  based  on  rough  estimates 
of  the  total  catch  at  a  given  point  in  time. 

Without  direct  limits  on  fishing  capacity, 
some  attempts  to  reduce  fishing  effort  can 
actually  result  in  increased  mortality.  For  ex- 
ample, if  managers  reduce  the  length  of  a  fish- 
ing season,  fishermen  will  fish  harder  while 
allowed,  setting  more  hooks  or  traps  or  laying 
larger  nets.  In  such  cases,  observes  Lee 
Anderson,  economist  and  member  of  the  Mid- 
Atlantic  Fishery  Management  Council, 
management  becomes  a  game  played  between 
managers  and  fishermen,  where  fishermen  al- 
ways have  the  last  move.  If  there  is  a  legal  way 
to  circumvent  the  intent  of  the  regulations,  they 
will  find  it. 

Regulating  fishermen  without  limiting 
entry  can  prevent  overfishing  -  in  theory,  if 
rarely  in  practice.  Gear  and  area  restrictions, 
days-at-sea  limits  and  other  traditional 
management  tools  aimed  at  controlling  access 
to  fish  populations  all  have  the  potential  to  stop 
overfishing  and  rebuild  depleted  stocks. 
Unfortunately,  managers  operate  under 
political  constraints;  they  often  lack  the  political 
fortitude  necessary  to  establish  a  biologically 
sound  program  and  ensure  its  enforcement. 

Nonetheless,  in  fisheries  where  existing 
regulations  have  successfully  prevented 
overfishing,  markets  and  the  industry  can  be 
left  to  determine  the  appropriate  fleet  size. 
Individuals  can  keep  fishing  as  long  as  the 
profits  and  wages  are  acceptable,  without 
managers  establishing  the  level  of  fishing  effort. 
In  these  cases,  there  is  no  need  for  limited  entry. 
Should  these  controls  begin  to  fail,  however, 
limited  entry  may  need  to  be  considered. 

VI.  THE  POTENTIAL  BENEFITS  OF 
CROWD  CONTROL 

It  is  axiomatic  among  military  experts  that 
we  fight  each  war  with  the  weapons  of  the  next 
war  and  the  strategies  of  the  last,  in  a  similar 


way,  fishermen  and  fishing  technology  outpace 
the  ability  of  managers  to  control  them  through 
traditional  regulatory  strategies. 

Without  controlling  the  size  of  the  fishing 
armada  that  occupies  the  seas  off  our  shores, 
we've  had  little  choice  but  to  disarm  the  fisher- 
men; that  is,  regulate  their  activities  in  such  a 
way  as  to  make  each  fisherman  as  inefficient  as 
possible.  The  logical  endpoint  of  this  indirect 
approach  would  be  allotting  fishermen  one 
hook  and  line  or  harpoon  or  cast  net  apiece. 

Let's  be  clear.  Limiting  the  number  of  fish- 
ermen or  fishing  vessels  alone  will  not  reduce 
fishing  mortality.  But  it  can  make  it  easier  for 
managers  to  design  and  implement  regulations 
that  will.  Limited  entry  is  just  one  more  tool 
among  many  for  managing  fisheries.  Limited 
entry  is  not  meant  to,  nor  should  it,  supplant 
other  controls.  What  it  can  and  should  do  is 
supplement  them. 

The  goal  of  fishery  management  is  to  bring 
fishing  effort  and  fishing  mortality  into  line 
with  what  the  resource  can  sustain  on  a 
continuing  basis.  There  are  three  basic  methods 
of  achieving  this  balance:  1 )  limiting  the  quantity 
of  fish  landed  (quotas,  size  hmits);  2)  limiting 
the  efficiency  of  fishing  practices  (gear 
regulations,  trip  hmits);  and  3)  limiting  the  total 
fishing  capacity  (limited  entry).  With  few 
exceptions,  managers  have  heretofore  dealt  al- 
most exclusively  with  the  first  two  of  these 
options.  In  expanding  and  overcrowded 
fisheries,  effective  management  must  address 
all  three. 


To  make  sacrifices,  fishermen 
want  to  feel  confident  tt)ey 
will  tiave  a  fair  ctiance  of 
reaping  ftie  benefits. 

With  resource  conservation  as  our  primary 
objective,  there  are  a  number  of  potential 
benef  i  ts  to  be  realized  by  limiting  en  try  to  marine 
fisheries.  (The  potential  problems  with  limited 
entry  are  discussed  in  the  next  section.) 
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•  An  Incentive  to  Conserve 

Without  some  form  of  exclusive  use  rights 
(license  limitations,  quota  shares,  etc.),  fisher- 
men tend  to  view  conservation  as  a  trade-off 
betv^een  present  and  future  catches.  By  giving 
fishermen  a  long-term  stake  in  a  fishery,  lim- 
ited entry  can  alter  their  attitude  toward 
conservation,  and  provide  them  with  both  an 
economic  and  a  moral  incentive  to  conserve 
(FuUUove  1993). 

Ideally  the  right  to  fish  should  be  based  on 
a  pact  between  fishermen  and  managers,  an 
agreement  to  fish  in  certain  ways  and  to  accept 
certain  restrictions  as  necessary  to  achieve 
conservation  goals,  in  return  for  the  privilege 
of  exploiting  a  public  resource  for  private  gain. 

Vesting  fishermen  with  a  tangible  share  of 
the  resource  provides  them  with  a  measure  of 
insurance  that  they  will  reap  the  benefits  of 
their  own  sacrifice,  in  the  form  of  reduced 
catches  now  in  return  for  increased  catches 
from  a  healthier  stock  later  on.  An  analogous 
situation  might  be  the  farmer's  recognition  that 
soil  conservation  is  in  his  or  her  own  (long- 
term)  best  interest. 

In  addition,  if  those  active  in  a  fishery  are 
more  stable  economically,  and  there  is  an  in- 
centive to  conserve  based  on  anticipated  re- 
turns, then  we  should  expect  less  political  pres- 
sure to  subvert  conservation  goals  than  exists 
under  an  open  access  system.  Fishermen  will 
be  more  veiling  to  ride  out  leaner  times  if  they 
feel  they  will  be  the  recipients  of  stock  restora- 
tion efforts.  Fishermen  may  support  conserva- 
tion measures  as  beneficial  to  them  if  they 
realize  that  their  sacrifice  will  not  be  undone  by 
an  inaease  in  effort  by  their  competitors. 

(The  ability  of  limited  entry  to  offer  a 
conservation  incentive  will  depend  to  a  large 
extent  on  whether  future  gains  can  be  assured. 
As  such,  fishermen  will  need  to  feel  reasonably 
certain  that  they  will  retain  exclusive  privileges 
in  the  uncertain  future.  See  related  discussions 
in  Section  VII,  Caveats  and  Potential  Problems, 
and  Appendix  2,  Private  Property  at  Sea.) 
•  More  Efficient  Management 

Although  achieving  economic  efficiency 


motivates  many  proponents  of  limited  entry, 
management  efficiency  -  i.e.,  the  effective 
maintainance  of  healthy  fish  populations  for 
the  benefit  of  the  nation  at  minimal  cost  to  the 
taxpayer  -  is  in  the  greater  public  interest. 

Limiting  numbers  of  fishermen  in 
overcrowded  fisheries  can  create  a  more 
manageable  group  of  fishermen.  Generally, 
limited  entry  can  reduce  the  margin  of  error  in 
fisheries  management  by  more  finely  tuning 
the  capacity  of  the  fishing  fleet  to  the  amount  of 
harvestable  resource.  Management  may 
become  less  manpower-intensive  as  monitoring 
catch  and  effort  becomes  easier,  as  does  law 
enforcement.  (See  related  discussion  in  Section 
VII.) 

With  a  defined  set  of  fishermen  and  a  de- 
fined catch,  managers  can  rely  more  on  dockside 
vs.  at-sea  enforcement  of  conservation  mea- 
sures. Indirect  controls  on  fishing  effort,  such 
as  minimum  mesh  sizes  in  trawl  nets,  must  be 
enforced  on  the  water.  But  at-sea  regulations 
are  notoriously  difficult  and  expensive  to 
enforce. 

With  exclusive  use  rights,  fishermen  have, 
in  addition  to  an  incentive  to  conserve,  an 
incentive  to  obey  the  rules  and  report  those 
who  don't.  To  the  extent  that  some  measure  of 
self-policing  occurs,  it  would  enhance  at-sea 
enforcement  of  restrictions  on  bycatch  and  dis- 
cards, illegal  transfer  of  catches  to  other  vessels, 
and  so  on. 

•  Minimize  Bycatch 

In  some  fisheries  with  bycatch  problems 
(the  inadvertent  capture  of  non-target  or  pro- 
hibited species)  the  handling  of  the  bycatch  can 
make  the  difference  between  a  fish  returned  to 
the  water  alive  or  discarded  dead.  In  this  case, 
dead  discards  are  a  product  of  carelessness  and 
haste.  To  the  extent  that  Umited  entry  fisheries 
minimize,  and  in  some  cases  remove,  the  need 
to  race  for  the  fish,  bycatch  mortality  will  be 
reduced.  (See  also  bycatch  discussion  in  Sec- 
tion VII.) 

High  mortality  of  bycatch  spedes  is  a  serious 
resource  problem  in  many  fisheries,  but  it  is 
also  an  economic  problem.    More  selective 
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methods  of  fishing  may  not  be  economic,  or 
perceived  by  fishermen  to  be  economic,  in  the 
short  run.  But  with  the  pressure  of  free-for-aU 
competition  removed,  that  is,  if  fishermen  are 
assured  of  having  an  opportunity  to  land  their 
portion  of  the  total  catch  at  their  own  pace,  then 
they  should  be  more  amenable  to  accepting 
regulations  designed  to  reduce  bycatch,  or  to 
experiment  with  innovative  gear  technologies. 

In  some  fisheries,  most  notably  the  southern 
shrimp  trawl  fleet,  the  level  of  bycatch  appears 
to  correspond  directly  with  effort.  The  shrimp 
population  yields  a  fairly  static  amount  of  catch 
each  year,  and  when  effort  is  increased,  it  is  not 
matched  by  a  proportionate  increase  in 
landings.  Bycatch  of  finfish,  on  the  other  hand, 
which  may  outnumber  the  shrimp  catch  by  ten- 
to-one,  does  increase  linearly  with  effort. 

The  size  of  the  Gulf  of  Mexico  shrimp  fleet 
increased  from  5,000  vessels  in  1950  to  an 
estimated  15,000  vessels  today,  with  only  a 
slight  rise  in  landings.  Because  of  overcrowding, 
trawlers  regularly  drag  their  small  mesh  nets  in 
areas  less  productive  in  shrimp  but  equally  or 
more  productive  in  bycatch  species.  Thus, 
incremental  increases  in  effort  have  had  a  dis- 
proportionate impact  on  bycatch  species. 

A  substantial  cutback  in  fishing  effort  would 
have  little  impact  on  total  harvest.  A  fleet 
approximately  one- third  the  current  size  could 
harvest  the  same  amount  of  shrimp  (GMFMC 
1991).  Such  a  fleet  reduction  could  result  in 
significant  bycatch  reductions  by  getting 
thousands  of  unnecessary  nets  out  of  the  water. 

Both  collecting  information  on  bycatch  and 
crafting  measures  to  reduce  it  requires  a  fairly 
comprehensive  onboard  observer  program. 
Limited  entry  can  make  those  programs  easier 
to  implement  and  less  costly  to  administer.  It 
might  also  faciUtate  incentive/disincentive 
programs  aimed  at  promoting  the  use  of 
selective  gear. 

•  Protect  Habitat 

The  race  to  fish  may  also  cause  environmen- 
tal degradation,  by  fishermen  leaving  lost  nets 
in  the  water  rather  than  bothering  to  retrieve 
them.  Again,  fishermen  feel  they  can't  always 


take  the  time  to  collect  gear  if  it  gets  snagged 
and  breaks  away  or  has  to  be  cut  loose.  Even 
more  importantly,  though,  limited  entry  could 
help  make  fishermen  stronger  and  more  active 
advocates  for  environmental  protection.  To  the 
extent  it  confers  an  exclusive  right  to  a  share  of 
a  resource,  defuses  conflicts  with  other  users, 
and  yields  greater  financial  stability,  fishermen 
will  be  better  able  and  more  willing  to  direct 
their  energies  toward  wetlands  protection  and 
pollution  abatement  in  order  to  protect  their 
long-term  interests. 

VII.  CAVEATS  AND  POTENTIAL 
PROBLEMS 

It  is  also  axiomatic  that  if  something  can  go 
wrong,  it  probably  will.  No  one  answer  is 
perfect,  no  one  management  system  will  solve 
all  problems.  There  are  no  absolutes  in  fisheries 
management  -  "always"  means  "sometimes," 
"never"  means  "rarely,"  "will"  means  "may." 
Problems  exist  from  the  outset,  others  arise  as 
time  passes. 

Limited  entry  is  no  different.  As  with  all 
management  systems,  certain  problems  will  be 
more  pronounced  in  some  fisheries  than  in 
others,  thereby  reinforcing  the  need  to  consider 
each  fishery  on  a  case-by-case  basis  and  match 
the  t)'pe  of  management  program  to  individual 
circumstances.  Clearly,  therewill  be  cases  where 

The  greatest  concern  is  the 
effect  of  making  fish  the 
private  property  of  fishermen. 

limited  entry  is  not  appropriate,  others  where  it 
may  be  the  only  realistic  solution. 

Having  said  that,  there  are  some  key 
concerns  to  be  examined  whenever  limited  entry 
is  considered  as  a  management  option. 
•  Property  Rights 

Perhaps  the  greatest  concern  and  greatest 
unknown  is  the  effect  of  vesting  fishermen  with 
property  rights.  Limited  entry  programs  that 
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do  not  carefully  define  property  rights  may 
create  a  situation  in  which  the  government's 
ability  to  regulate  fishing  is  actually  curtailed. 

Throughout  a  wide  range  of  environmental 
issues,  groups  representing  industry  are  raising 
the  issue  of  private  property  rights  as  a  means 
to  fight  regulation.  Advocates  of  a  broad 
interpretation  of  property  rights  contend  that 
the  government  is  limited  in  how  far  it  can 
regulate  the  use  of  private  property  without 
compensating  the  owner  for  lost  opportunities. 
Restrictive  regulations  are  seen  as  a  "takings," 
in  effect  taking  away  one's  property  rights. 

In  fact,  many  government  regulations  do 
restrict  the  use  of  property,  but  few  actually 
"take"  property  away  from  the  owner.  The 
Supreme  Court  recently  suggested  (in  Lucas  v. 
South  Carolina  Coastal  Council)  that  regulation 


Effort  displaced  by  limited  entry 
may  increase  pressure  on  other 
resources. 

would  have  to  result  in  the  complete  loss  of  the 
use  of  the  property  in  question  for  it  to  result  in 
a  takings.  When  even  a  small  economic  use  of 
the  property  remains,  regulations  protecting 
the  public  interest  may  be  justified  without 
compensation.  Nonetheless,  while  the  jury  is 
still  out  on  exactly  whether  and  when  regula- 
tions qualify  as  a  takings,  the  property  rights 
argument  has  been  an  effective  inhibitor  to 
some  environmental  regulation. 

It  is  unclear  just  how  the  takings  principle 
would  be  applied  to  fishing  rights  under  lim- 
ited entry.  When  the  property  in  question  is  a 
share  of  a  fishery,  a  right  to  harvest  a  portion  of 
the  available  fish,  the  right  granted  is  not  over 
a  physical  object.  Still,  fishermen  might  argue 
that  regulations  that  reduce  their  catch  (if  not 
their  share)  deprive  them  of  a  reasonable  re- 
turn on  their  investment. 

How  fishing  rights  are  viewed  in  this  context 
will  depend  [in  part]  on  just  how  the  rights  are 
established.    This  problem  is  potentially  seri- 


ous and  limited  entry  programs  that  establish 
rights  must  be  carefully  crafted  to  avoid  it.  At 
a  minimum,  the  public  must  retain  ultimate 
authority  over  how  the  resource  is  used.  (See 
Appendix  2,  Private  Property  at  Sea,  for  a  further 
discussion  of  privatization  of  fishery  resources.) 

•  Decreased  Mobility 

Fishermen  have  always  relied  on  being  able 
to  shift  from  one  fishery  to  another  depending 
on  the  availability  of  fish,  weather  conditions, 
and  a  host  of  other  factors.  This  mobility  can  to 
some  degree  help  alleviate  fishing  pressure  on 
stressed  stocks  by  allowing  fishermen 
alternative  targets.  By  tuning  harvests  to  meet 
demand  and  respond  to  stock  fluctuations, 
fishermen  also  improve  their  efficiency. 

All  forms  of  limited  entry  will  by  definition 
restrict  mobility.  The  consequences  of  restrict- 
ing mobility  must  be  considered  and  balanced 
against  the  benefits  of  the  limited  entry  pro- 
gram. It  may  be  appropriate  to  develop  and 
incorporate  some  mechanism  to  allow  mobility 
among  fisheries  under  limited  entry.  Short 
term  transfers  of  shares,  such  as  leasing,  might 
allow  some  inter-fishery  movement.  Such  pro- 
grams, however,  will  likely  increase  the  bur- 
den on  enforcement,  and  may  create  more 
problems  than  they  solve. 

•  Displaced  Effort 

The  effort  reduction  gained  by  limiting  en- 
try may  end  up  displaced  into  fisheries  without 
limited  entry  restrictions.  Many  of  those  who 
choose  fishing  are  wedded  to  a  livelihood  on 
the  sea,  and  are  therefore  not  likely  to  leave 
fishing  altogether  if  there  is  another  fishery  to 
enter.  Assuming  that  not  all  fisheries  will  limit 
entry,  there  will  always  be  a  place  to  go,  and  the 
displaced  effort  will  only  increase  pressure  on 
those  other  resources.  This  may  in  turn  compel 
those  fisheries  to  consider  limiting  entry,  even 
if  it  would  otherwise  be  entirely  inappropriate. 

•  Waste 

Some  critics  of  limited  entry  believe  high- 
grading  -  the  discarding  of  low  value  fish  in 
favor  of  higher  value  fish  -  would  be  encour- 
aged by  some  quota  share  systems.  For  instance. 
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if  a  vessel  has  a  limited  amount  of  fish  to 
harvest  based  on  its  share  of  the  total  allowable 
catch,  and  if  it  is  guaranteed  the  right  to  catch 
that  quantity  during  the  course  of  the  trip  or 
season,  there  vk^ill  be  an  incentive  to  keep  only 
the  most  valuable  fish  to  be  counted  against  the 
quota.  High-grading  would  be  most 
problematic  in  fisheries  where  there  is  a  signifi- 
cant price  differential  (whether  size,  sex  or 
species  related)  among  the  fish  in  the  catch. 

Mixed  species  fisheries  pose  a  special 
problem  in  terms  of  high-grading.  If  a  quota  is 
allocated  in  terms  of  allowable  catch  for  each 
spedes,  either  the  species  whose  quota  is  already 
reached  must  be  discarded  as  fishing  continues 
for  other  species,  or  fishing  must  cease  as  soon 
as  the  first  spedes  quota  is  met. 

High-grading  already  occurs  in  open  access 
fisheries.  The  extent  to  which  it  will  undermme 
conservation  objectives  under  hmited  entry  by 
increasing  discard  mortality  will  depend  largely 
on  how  effective  a  quota-share  system  is  in 
instilling  the  conservation  ethic  among  fisher- 
men. If  they  recognize  they  have  a  tangible 
stake  in  the  health  of  the  resource,  if  they  police 
their  own  fishery  and  report  violators,  if  thev 
adopt  more  selective  fishing  practices,  etc.,  then 
high-grading  may  become  less  of  a  problem, 
not  more.  In  any  case,  limited  entry  programs 
should  outlaw  high-grading  and  enforceagainsl 
it  to  the  greatest  extent  possible. 
•  Bycatch 

While  limited  entry  programs  could 
facilitate  efforts  to  control  bycatch  (see  Section 
VI),  they  may  also  create  new  problems.  When 
there  is  limited  entry  in  one  fishery  and  the 
same  spedes  is  taken  as  bycatch  in  another,  that 
bycatch  undermines  the  exclusive  nature  of  the 
limited  entry  right.  If  allowed  to  be  landed,  the 
bycatch  allowance  will  cut  into  the  quotas 
shared  by  those  in  directed  fishery.  If  not,  it  will 
merely  be  discarded.  The  result  is  either 
unhappy  share  owners  in  the  first  instance  or 
waste  in  the  second. 

Bycatch  problems  must  be  addressed 
whether  or  not  limited  entry  is  initiated,  through 
fees  and  incentive  programs,  regulation  of  gear 


and  fishing  practices.  But  limited  entry  makes 
it  all  the  more  critical  to  resolve  them.  Where 
the  bycatch  problems  are  insurmountable,  those 
fisheries  may  not  be  suitable  for  limited  entry. 
•  Enforcement  Costs 

Enforcement  is  critical  for  limited  entry,  as 
it  is  with  any  management  program.  But 
research,  data  collection  and  monitoring,  which 
are  essential  to  the  successful  implementation 
and  enforcement  of  limited  entry,  are  costly. 
The  highest  costs  will  come  at  the  beginning,  in 
designing  and  implementing  a  limited  entry 
system.    But  in  the  long  run,  administrative 

Under  current  law,  managers 
cannot  recover  the  costs  of 
management  from  fishermen. 

costs,  including  enforcement  and  data  collec- 
tion, may  decrease  (see  Section  VI).  If  fees  are 
assessed  on  the  permitted  fishermen,  this  could 
offset  any  increased  costs  incurred  as  the  result 
of  implementing  a  limited  entry  system. 

VIII.  PAYING  THE  RENT 

While  the  notion  of  free  and  open  access  in 
fisheries  is  somewhat  misleading  (there  are 
costs  associated  with  running  a  fishing 
operation),  fishermen  are  not  required  to  pay  a 
fee  to  harvest  fish.  Land-based  extractive 
industries,  on  the  other  hand,  are  charged  fees 
tor  the  use  of  the  public's  natural  resources, 
although  usually  not  at  market  rates.  Even 
pri  va  te  landowners  are  assessed  a  form  of  "user 
fee"  through  property  taxes.  Why  should 
fishermen  be  treated  any  differently? 

The  question  becomes  even  more  impor- 
tant under  limited  entry  systems  that  ensure  an 
individual  an  exclusive  right  to  harvest  a 
resource.  That  right  must  come  with  a  set  of 
responsibilities.  It's  in  the  public  interest  to 
maintain  healthy  renewable  resources  even 
when  it  is  also  interested  in  putting  those 
resources  to  use.  The  costs  of  management 
should  be  the  responsibility  of  those  who  benefit 
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from  the  use  of  the  resource. 

Programs  that  establish  fishing  rights  free 
of  charge  provide  an  unfair  advantage  to  the 
few  who  receive  them.  Marketable  rights,  such 
as  individual  transferable  quotas,  develop  value 
as  soon  as  they  are  granted.  Since  they  are 
inherently  exclusive,  anyone  wishing  to  enter  a 
fishery  after  fishing  rights  are  established  will 
have  to  buy  into  that  fishery  at  market  value. 

The  new  fishing  rights  create  wealth  that 
did  not  previously  exist  and  confer  it  upon 
anyone  fortunate  enough  to  qualify  for  them. 
The  government  should  not  be  in  the  business 
of  bestowing  windfall  profits  on  individuals 
from  the  sale  of  public  property.  If  marketable 
rights  are  to  be  established,  the  initial  allocation 
should  collect  a  fee  in  some  market-oriented 
fashion. 

Auctions  have  been  proposed  as  a  means  to 
distribute  the  initial  shares  of  fishing  rights  in  a 
manner  approximating  the  market.  But  an 
open  auction  might  eliminate  some  of  the 
historic  participants  in  the  fishery  from  consid- 
eration because  of  the  potentially  high  upfront 
costs.  On  the  other  hand,  while  it  could  be 
argued  that  historic  participants  deserve  a  right 
of  first  refusal  by  dint  of  helping  develop  the 
fishery,  restricting  sales  may  make  it  difficult  to 
get  fair  market  value.  Whatever  the  method 
used,  provisions  must  be  made  at  the  outset  for 
a  means  to  attach  a  price  to  marketable  rights. 

Revenues  generated  through  user  fees  and 
permit,  license  or  lease  systems  attached  to 
privatization  should  be  used  to  fund  a  number 
of  critical  management-related  needs.  Among 
these  are:  fishery  research  and  data  collection, 
habitat  protection,  bycatch  reduction  and 
enforcement.  In  addition,  a  portion  of  the 
funds  might  be  used  to  help  minimize  the 
impacts  to  those  pushed  out  of  the  fishery  or 
otherwise  impacted  by  limited  entry.  Such 
assistance  would  make  limited  entry  more 
acceptable  to  the  industry. 

Unfortunately,  under  current  law,  federal 
managers  cannot  recover  the  costs  of 
management  from  fishermen.  They  can  only 
recover  costs  of  administering  a  license  or  permit 


system,  and  even  then  that  money  ends  up  in 
the  general  treasury  rather  than  going  to 
fisheries  administration.  In  order  for  the  pubUc 
to  collect  rent  on  the  use  of  its  marine  resources, 
the  Magnuson  Act  will  have  to  be  changed  to 
allow  the  government  to  charge  user  fees  above 
permit  administration  costs.  The  law  should 
also  stipulate  that  the  new  revenues  be 
deposited  in  a  dedicated  fisheries  trust  fund, 
and  that  these  funds  supplement,  not  replace, 
existing  monies. 

IX.  MANAGEMENT  PRINCIPLES  FOR 
LIMITING  ENTRY 

Limited  entry  is  not  a  final  answer,  it  is  an 
experiment.  But  that  experiment  is  much  more 
apt  to  succeed  if  certain  basic  principles  are 
applied.  Limited  entry  programs  should: 

->  contain  a  clearly  defined  conservation 
objective.  Fisheries  management  must  first 
and  foremost  prevent  overfishing,  according  to 
National  Standard  No.l  of  the  Magnuson  Act. 
Furthermore,  according  to  National  Standard 
No.  4,  Fishery  Management  Plans  cannot  have 
economic  allocation  as  their  sole  purpose.  Eco- 
nomic allocation  and  efficiency  must  be  sec- 
ondary to  the  goal  of  improved  conservation. 
Economics  can  and  should  contribute  to  the 
discussion,  especially  in  determining  the  type 
of  limited  entry  system  appropriate  for  a 
particular  fishery,  but  these  considerations 
should  not  be  the  prime  motivating  force  be- 
hind limited  entry  management. 

The  Umited  entry  program  should  spell  out 
the  conservation  problems  it  is  designed  to 
resolve,  outhne  how  the  program  will  resolve 
them,  and  how  it  vwll  monitor  progress  toward 
achieving  its  goals. 

->  start  with  a  solid  information  base.  A 
thorough  understanding  of  the  fishery  is  essen- 
tial to  deciding  if  limited  entry  is  appropriate 
and  designing  a  suitable  program.  Before  any 
limited  entry  program  is  implemented,  there 
must  be  an  estabhshed  data  collection  system, 
preferably  with  a  lengthy  time  series  of 
information  on  the  fishery,  including  sodo- 
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economic  as  well  as  biological  data.  This 
information  is  essential  for  determining  who 
and  how  many  are  eligible  to  participate  and  on 
what  basis,  how  much  of  a  share  each  partici- 
pant gets,  what  the  capacity  of  the  fishery  is, 
and  a  host  of  other  issues. 

-*  provide  for  open  public  involvement  in 
all  management  decisions.  The  public,  not  the 
users,  must  make  final  fishery  management 
decisions,  with  those  decisions  based  on  sound 
biological  principles,  as  the  Magnuson  Act 
mandates.  Current  public  decision  making 
procedures,  such  as  the  open  forum  provided 
by  the  Regional  Fishery  Management  Councils, 
are  essential  to  ensuring  that  the  public  has  a 
voice  in  those  decisions. 

-*  carefully  define  property  rights.  Fish- 
ing rights  should  be  carefully  established, 
whether  under  a  license  limitation  or  individual 
quota  system,  in  such  a  way  as  to  give  fisher- 
men a  conservation  incentive,  i.e.,  they  must  be 
reasonably  assured  of  reaping  the  benefits  of 
their  sacrifices.  Such  rights  should  be  exclusive 
but  not  absolute.  Managers  must  be  able  to 
restrict  fishing  operations,  including  reducing 
catches  as  under  non-hmited  entry  fisheries, 
without  invoking  a  takings  claim.  In  short,  the 
public  must  retain  ultimate  management  au- 
thority. 

Whether  limiting  the  numbers  of  vessels  or 
assigning  quota  shares,  a  fair  and  reasonable 
method  for  assigning  rights  must  be  devised. 
The  program  should  recognize  historic  partici- 
pation in  the  fishery,  and  may  also  account  for 
historic  ca  tches.  (Appendix  2  contains  a  further 
discussion  of  special  requirements  and  consid- 
erations which  should  apply  to  limited  entry 
programs  that  establish  property  rights.) 

•*  feature  adequate  provisions  for 
enforcement.  Switching  to  limited  entry 
systems  will  require  a  change  in  the  way  we 
enforce  regulations.  The  change  will  require 
new  and  innovative  enforcement  strategies  and 
technologies.  In  some  cases,  a  careful  paper 
trail  to  monitor  catches  and  electronic  vessel 
tracking  systems  will  be  needed.  Penalties  will 
have  to  be  sufficiently  severe  (for  instance,  the 


loss  of  fishing  privileges)  to  deter  non- 
compliance. Without  these  changes, 
enforcement  will  be  inadequate  to  protect  the 
resources  and  the  interests  of  those  in  the 
fisheries. 

-♦  contain  complementary  regulatory 
measures.  Entry  limitation  alone  cannot  con- 
trol fishing  effort  and  mortality.  Above  all  else, 
managers  must  establish  a  biologically  sound 
total  allowable  catch  level,  or  there  will  be  no 
conservation  benefit.  Other  restrictions,  such 
as  gear-based  measures,  will  also  be  needed  in 
order  to  control  bycatch  or  reduce  fishing  mor- 
tality on  specific  age  groups. 

->  reduce  participation  in  overcrowded 
fisheries.  When  dealing  with  an  overfished  or 
depleted  resource,  limited  entry,  as  part  of  a 
rebuilding  program,  should  allow  for  a  de- 
crease in  the  total  number  of  participants,  not 
merely  lock  in  the  status  quo.  At  the  same  time, 
managers  should  work  with  industry  and 
coastal  communities  to  anticipate  and  minimize 
social  and  economic  disruptions. 

->  be  flexible  and  open  to  change.  Limited 
entiy  programs  must  be  readily  modifiable  to 
meet  changing  conditions  and  circumstances. 
We  learn  from  our  mistakes  and  managers 
must  retain  the  freedom  to  adjust  the  rules 
accordingly.  Such  adjustments  might  even 
include  increasing  participation  in  the  future  if 
the  fishery  is  able  to  sustain  it,  or  opting  for  an 
entirely  different  management  approach  should 
the  existing  program  fail  to  achieve  its  goals. 

->  assign  quota-shares  as  a  percent  of  the 
fishery.  In  fisheries  where  quota  shares  are 
established,  these  shares  should  be  assigned  as 
a  percentage  of  the  total  allowable  catch  of  fish, 
not  as  a  quantity  of  fish.  This  allows  each 
individual  shareholder's  catch  to  increase  or 
decrease  according  to  the  condition  of  the 
fishery. 

-♦  contain  protections  against  concentra- 
tion of  shares.  Individuals  and  vessels  should 
be  limited  in  the  amount  of  shares  they  can 
accumulate.  Without  some  kind  of  Umitation, 
shares  wall  likely  concentrate  in  the  hands  of  a 
few,  reducing  the  level  of  employment  in  the 
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fishery  and  making  it  difficult  for  others  to 
enter.  As  fishing  rights  concentrate,  those  with 
rights  gain  increased  influence  over  managers 
and  markets.  There  should  be  a  limit  on  the 
percent  of  the  total  allowable  catch  that  any  one 
shareholder  may  accumulate. 

In  addition,  consideration  must  be  given  to 
the  entity  to  which  the  shares  are  attached,  i.e., 
the  captain,  the  vessel,  a  corporate  body  or 
some  other  entity.  Corporations  may  be  able  to 
hide  the  accumulation  of  shares  under  elabo- 
rate corporate  structures,  while  vessel-based 
shares  allow  an  individual  to  amass  shares  by 
acquiring  vessels.  On  the  other  hand,  shares 
tied  to  captains  may  not  limit  the  number  of 
vessels  and  fishing  power  deployed,  which  can 
lead  to  bycatch  and  other  conservation 
problems. 

->  allow  for  non-use  of  quota  shares.  There 
should  be  no  penalty  for  not  utilizing  a  quota 
share.  Non-consumptive  use  must  remain  an 
option,  even  for  a  commercial  shareholder. 

->  be  coordinated  with  fisheries  develop- 
ment activities.  We  can't  have  one  arm  of 
government  promoting  fisheries  development 
while  the  other  tries  to  control  overcapitalized 
fisheries.  The  government  currently  has  sev- 
eral programs  promoting  private  development, 
including  fisheries  development  grants,  mar- 
keting research  and  export  assistance,  low 
interest  and/or  government-guaranteed  loans 
for  vessel  construction,  training  programs,  and 
gear  development.  These  programs  encourage 
entry  and  increased  capacity  by  directly  subsi- 
dizing it  or  reducing  financial  risk.  Fisheries 
aid  programs  will  conflict  with  the  goals  of 
limited  entry,  and  should  be  reviewed  and 
adapted  to  fit  these  goals. 

->  consider  provisions  to  assist  displaced 
fishermen.  Any  significant  reduction  in  fish- 
ing effort  will  create  winners  and  losers.  Limited 
entry  plans  should  distribute  the  benefits  in  a 
fair  and  reasonable  manner.  Managers  could 
devise  a  plan  for  treating  those  displaced  by  a 
reduced  entry  system,  through  a  buy-out  or 
some  other  form  of  compensation,  or  job 
training.  Funding  to  aid  displaced  fishermen 


should  come  from  the  initial  sale  of  fishing 
rights  and/or  user  fees. 


X.  RECOMMENDATIONS 

Recognizing  the  benefits  of  limiting  entry  to 
marine  fisheries  while  acknowledging  the 
legitimate  concerns  raised  by  its  critics,  the 
authors  recommend  moving  ahead  at  a  slow 
and  deliberate  pace  in  order  to  enhance  its 
potential  for  success. 

1.  Develop  A  National  Policy.  The  Clinton 
Administration  should  adopt  a  National  Fish- 
eries Policy  addressing  the  issue  of  limited 
entry  and  privatization  of  marine  resources,  to 
guide  implementation  of  hmited  entry  pro- 
grams in  a  thoughtful  and  careful  manner. 
Among  other  things,  that  policy  should  define 
property  rights  such  that  certain  management 
changes  or  use  restrictions  cannot  be  construed 
as  a  "takings."  The  ultimate  rights  of  ownership 
of  the  resource  must  be  retained  by  the  public. 

2.  Declare  a  Moratorium.  Congress  and/ 
or  the  Department  of  Commerce  should  impose 
a  temporary  moratorium  on  the  implementa- 
tion of  limited  entry  programs  that  privatize 
public  resources  by  conferring  property  rights 
until  the  Administration  develops  a  national 
policy  and  appropriate  amendments  (see  below) 
are  added  to  the  Magnuson  Act. 

3.  Establish  A  Fee  System.  Congress  should 
amend  the  Magnuson  Act  to  allow  the  federal 
government  to  charge  economic  rent  to  pay  for 
fisheries  research,  data  collection,  management 
and  enforcement  programs.  All  funds  collected 
under  the  fee  system  should  be  deposited  in  a 
dedicated  trust  fund  for  marine  fisheries  en- 
hancement. 

4.  End  Industry  Subsidies.  Government 
subsidies  to  fisheries  development  which 
contribute  to  overcapitalization  should  be 
eliminated  as  they  conflict  with  the  conservation 
goals  of  limited  entry  programs. 

5.  Reduce  Conflict  of  Interest  in 
Management  Decisions.  The  Magnuson  Act 
should  be  amended  to  proscribe  citizens  who 
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have  a  vested  economic  interest  in  a  fishery 
from  serving  as  a  voting  member  of  the  Fishery 
Management  Council  regulating  that  fishery. 
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Appendix  1 

THE  LAST  FRONTIER 

Open  access  to  marine  fisheries  is  a  vestige 
of  the  enduring  presumption,  only  recently 
challenged,  that  the  sea  belongs  to  everyone 
and  no  one,  that  nothing  humans  do  wdll  harm 
it,  and  that  fishing,  whether  for  food  or 
recreation,  is  a  god-given  right. 

Marine  fish  are,  in  fact,  the  last  common 
property  living  resource  in  the  United  States  to 
v^hich  access  is  free  and  open.  Although  fishing 
is  a  consumptive  use  of  a  renev^^able  yet  finite 
pubUc  resource,  it  is  not  treated  like  other  such 
resources;  national  forests  and  federal  range 
lands,  for  instance.  Access  to  these  other 
national  resources  is  strictly  controlled  and  fees 
are  levied  by  the  goverrunent  for  the  privilege. 

Fish,  unlike  most  terrestrial  vwldlife,  in- 
habit "property"  that  can't  be  fenced  in,  and 
thus  are  not  subject  to  traditional  or  accepted 
modes  of  establishing  property  "rights."  Of 
course,  with  the  advent  of  coastal  nations 
claiming  sovereignty  over  200-mile  zones, 
wherein  domestic  fishermen  may  obtain  sole 
access  to  coastal  fisheries,  fences  are  going  up  at 
sea  all  the  same.  Even  so,  ownership  of  the  sea 
and  its  resources,  unlike  owT^ership  of  property 
on  land,  does  not  yet  extend  vertically  below 
established  governments  to  the  individual. 

Or  does  it?  The  fisherman's  claim  to  a  free 
and  unlimited  right  of  access  to  ocean  fish 
stocks  is  actually  a  remnant  of  an  archaic  system 
whereby  the  simple  act  of  using  a  common 
property  resource  -  in  this  case  catching  fish  - 
establishes  the  right  to  that  use.  Indeed, 
although  we  may  consider  fish  common 
property,  they  become  the  private  property  of 
the  fisherman  the  moment  they  are  caught. 
Allowing  open  access  fishing  might  be 
described  as  a  "takings"  in  reverse;  private 
individuals  "take"  property  that  belongs  to  the 
public  without  compensation. 

Common  attitudes  toward  fish  contrast  wi  th 
the  way  we  manage  wild  animals  on  land.  For 
one  thing,  commercial  fishing  at  sea  is  the  last 


large-scale  food  producing  system  based  on 
the  hunting  process.  Hunting  on  land  does  not 
offer  corollaries,  since  market  hunting  (w^th 
few  exceptions)  is  outlawed  in  the  U.S. 
Migratory  animals  that  respect  artificial  fences 
no  more  than  fish  do,  such  as  waterfowl,  are  not 
subject  to  market  hunting,  but  are  instead  re- 
served for  sporting  purposes. 

By  definition,  sport  hunting  (including  sport 
fishing)  is  an  inefficient  method  of  killing. 
Indeed,  its  inherent  inefficiency  may  be  the 
more  pertinent  factor  in  the  relative  success 
and  sustainability  of  so-called  "game  manage- 
ment" than  the  fact  that  it  is  not  a  commercial 
enterprise.  Commercial  hunting  was  banned, 
in  large  part,  because  modem  man  developed 
the  capacity,  unchecked  by  any  sporting  ethic 
and  motivated  by  profit,  to  wipe  out  entire 
species  of  wildlife. 

Still,  it  has  only  been  fairly  recent  in  our 
history  -  the  last  35  years  or  so  -  that  fishing 
technology  has  advanced  to  the  point  where 
fish  populations  can  be  decimated,  even  driven 
to  commercial,  if  not  biological,  extinction.  The 
once  popular  misconception  that  the  ocean 
holds  an  inexhaustible  supply  of  fish  is  finally 
giving  way  to  the  truth.  Attitudes  and  values 
are  beginning  to  change,  due  in  part  to  the  mass 
migration  of  the  populace  into  the  coastal  zone, 
where  life  is  more,  if  you  will,  ocean-aware. 
This  growing  awareness  is  reflected  in  the 
mainstream  envirorunental  movement's  recent 
entry  into  the  marine  fisheries  arena. 

Another  characteristic  of  marine  fisheries 
that  has  probably  retarded  pubhc  concern  for 
fish  conservation  is  that  fish  are  out  of  sight,  out 
of  mind.  It  is  more  difficult  to  measure  fish 
populations  and  assess  cause  and  effect  in  the 
ocean  enviroiiment  than  it  is  in  a  terrestrial 
regime.  Counting  fish  is  not  like  counting  deer. 
The  risks  of  overfishing  are  not  as  easy  to 
predict.  The  unknowns  and  the  uncertainties 
are  more  pronounced,  which  can  lead  to  a  lack 
of  concern  and  which  can  be,  and  often  is,  used 
as  an  excuse  for  doing  nothing. 

There  are  cultural  attitudes,  too,  that  per- 
petuate open  access  policies.   If  in  the  public 
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mind  there  is  a  growing  recognition  that  there 
are  too  many  fishermen  now  going  after  a 
shrinking  supply  of  fish,  there  is  also  a  counter- 
perception  that  fishermen  have  a  right  to  re- 
main fishermen  as  long  as  they  choose  that  way 
of  life.  Actually,  it's  more  than  that.  Society 
benefits  from  preserving  the  fisherman's 
traditional  way  of  Hfe,  the  thinking  goes,  a 
valuation  akin  to  that  of  preserving  the  small 
family  farm. 

Preserving  traditional  ways  of  life  is  an 
important  consideration  in  American  culture. 
Ironically,  attempting  to  preserve  the  fishing 
way  of  life  by  insisting  on  laissez-faire  policies 
may  guarantee  that  the  small,  independent 
fisherman  does  go  the  way  of  the  family  farmer. 

A  serious  problem  caused  by  overcrowded 
fisheries  is  what  economists  refer  to  as 
"dispersion  of  rents."  Many  small-scale  fishing 
operations  are  becoming  marginal,  unable  to 
absorb  the  ups  and  downs  of  fish  populations 
and  fish  prices,  unable  to  compete  with  larger 
enterprises  that  can  absorb  these  shocks,  and 
therefore  unable  to  stay  in  business. 

Consequently,  in  the  interest  of  maintaining 
the  cultural  value  of  small-scale  fishermen, 
governments  often  step  in  with  assistance 
programs,  subsidies  like  those  granted 
agricultural  interests.  But  because  fish  are 
merely  extracted,  not  cultivated  like  crops,  these 
subsidies  speed  the  process  of  depletion. 

The  primary  interest  of  conservationists, 
and  fishery  managers  for  that  matter,  is  not  in 
social  engineering.  They  do  not  and  should  not 
seek  to  sacrifice  traditional  ways  of  fishing  on 
the  alter  of  economic  efficiency. 

On  the  other  hand,  it  must  be  acknowl- 
edged that  our  present  situation  of  an  excess 
number  of  fishermen  exploiting  Hmited  and 
stressed  fish  populations  is  itself  causing  a 
radical  re-structuring  of  the  fishing  industry. 
Any  large-scale  reduction  in  fishing  effort  and 
fishing  mortality,  necessary  to  bring  catch  levels 
into  line  with  the  productivity  of  the  resource, 
will  squeeze  marginal  fishermen  out  of  the 
fishery. 

There  will  be  winners  and  losers  no  matter 


which  path  is  taken.  The  relevant  question  is, 
will  society  plan  and  control  the  changing  face 
of  marine  fisheries,  or  merely  let  the  chips  fall 
where  they  may?  Doing  the  latter  -  allowing  a 
laissez-faire  restructuring  of  the  industry  strictly 
in  response  to  the  economic,  not  the  biological, 
limits  of  the  fishery  -  will  mean  survival  of  the 
fittest,  with  only  the  largest  fishing  operations 
staying  in  business. 

Unquestionably,  the  implementation  of  any 
limited  entry  system  will  mean  that  some  people 
who  want  to  fish  commercially  won't  be  able  to, 
and  probably  that  many  currently  fishing  will 
have  to  find  something  else  to  do.  But  these  less 
palatable  products  of  limited  entry  already 
pertain  to  the  use  of  other  natural  resources. 
Indeed,  one  might  say  we  are  with  marine 
fisheries  now  undergoing  the  fits  and  throes 
we've  already  experienced  with  management 
of  other  common  property  resources.  To  the 
extent  we  persist  in  thinking  of  ocean  fisheries 
in  different  terms  than  other  natural  resources 
-  allowing  open  access,  no-fee  fishing  -  this 
process  will  be  all  the  more  painful. 
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Appendix  2 

PRIVATE  PROPERTY  AT  SEA 

Limited  entry,  by  permitting  a  specific 
number  of  participants  at  theexdusion  of  others, 
automatically  confers  a  type  of  property  right 
to  an  individual,  a  preferential  access  to  the 
harvestable  resource.  Some  types  of  limited 
entry,  such  as  individual  transferable  quotas, 
take  that  property  right  one  step  further  by 
allocating  specific  shares  of  the  resource  to 
those  permitted  to  fish.  It  is  just  that  property 
right  that  is  meant  to  provide  the  incentive  to 
conserve  for  the  long  term  by  assuring  the 
owner  that  the  benefits  of  conservation  will  be 
available  to  those  who  practice  it. 

But  that  right  must  be  carefully  established 
for  it  to  provide  the  appropriate  incentives  for 
conservation  while  avoiding  some  of  the  prob- 
lems associated  with  private  property.  To  ad- 
vance fish  conservation  goals,  this  property 
right  should  have  the  following  attributes  and 
conditions: 

1.  Qualified  Exclusivity- As  envisioned,  the 
right  to  fish  is  exclusive  to  those  holding  a 
permit.  That  is  how  a  degree  of  "ownership"  is 
established  over  the  resource  and  the  conserva- 
tion incentivedevelops.  However,fishingrights 
must  be  granted  with  certain  constraints,  e.g., 
with  the  understanding  that  it  is  a  share  of  the 
catch,  not  an  absolute  number;  the  total  allow- 
able catch  may  change,  and  thus  the  share 
represent  more  fish  or  fewer  fish.  Conservation 
incentives  are  clearly  established  if  fishermen 
are  guaranteed  a  share  of  the  resource  rather 
than  a  specific  quantity.  Good  management 
and  wise  use  of  the  resources  yields  benefits 
that  can  be  reaped  by  the  fishermen  who  prac- 
tice it.  Poor  management  harms  the  resources 
and  leads  to  lower  allowable  catches. 

The  key  to  success  is  an  exclusive  right  to 
use  a  share  of  a  resource  and  reap  the  benefits 
(and  bear  the  costs)  of  its  use.  Outright  owner- 
ship of  the  resource  is  not  necessary  and  may  in 
fact  be  a  problem.  Fishermen  cannot  be  al- 
lowed to  manage  their  shares  independent  of 
the  other  shareholders,  as  full  ownership  would 


allow.  The  ability  to  shift  future  harvests  to  the 
present  in  order  to  maximize  profits  -  and  a  host 
of  other  independent  decisions  -  would  under- 
mine the  conservation  goals. 

Fish  are  perhaps  somewhat  unique  because, 
while  access  to  the  resource  may  be  control- 
lable, ownership  over  individual  fish  or  indi- 
vidual stocks  is  difficult  if  not  impossible.  What 
some  fishermen  do  to  their  stocks  can  and  often 
will  affect  stocks  that  others  fish  on,  due  to 
predator-prey  relationships  and  the  like. 

2.  Defensibility  -  The  claim  to  a  share  in  a 
fishery  must  be  protected  by  law  to  offer  proper 
incentives  for  conservation.  If  a  shareholder 
has  no  expectation  of  maintaining  his  or  her 
status  as  holding  an  exclusive  right,  there  will 
be  no  incentive  to  build  the  resource  for  the 
future.  On  the  other  hand,  the  right  cannot  be 
absolute.  The  public  must  retain  the  right  to 
revoke  the  share  or  otherwise  penalize  the 
shareholder  if  the  resource  is  nusused.  There 
must  be  an  incentive  to  play  by  the  rules  estab- 
lished by  managers  to  achieve  the  goals  of  the 
quota-sharing  system. 

3.  Enforceability  -  Shareholders  need  to 
trust  that  their  rights  are  protected,  and  strict, 
tough  enforcement  will  be  needed  to  do  so. 
Managers  must  be  able  to  ensure  that  fisher- 
men stay  within  their  individual  shares  or  quo- 
tas, and  that  those  outside  the  system  do  not 
violate  it.  If  the  system  works  as  intended, 
however,  there  is  likely  to  be  some  self-enforce- 
ment, since  the  "property  owner"  has  a  vested 
interest  to  protect. 

4.  Transferability  -  Whatever  rights  are  es- 
tablished must  remain  transferable.  Fishermen 
who  want  to  leave  a  fishery,  for  whatever  rea- 
son, should  be  allowed  to  transfer  or  sell  their 
share(s).  Marketing  of  limited  entry  shares  or 
permits  would  encourage  those  not  efficient  or 
profitable  to  exit  and  give  those  who  wish  to 
enter  the  fishery  the  opportunity  to  do  so.  It 
also  allows  those  not  offered  an  initial  alloca- 
tion a  way  into  the  fishery.  Marketable  trans- 
fers provide  an  additional  conservation  incen- 
tive, e.g.,  when  stocks  are  high,  the  value  of  a 
given  share  will  increase,  providing  an  oppor- 
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tunity  to  cash  in  on  the  improvements.  Trans- 
ferability makes  the  system  valuable  to  the 
initial  owners  -  v^ealth  is  conferred  on  them  by 
the  government  -  and  some  fee  system  to  re- 
coup that  windfall  needs  to  be  created. 

5.  Universality  -  Fishermen  pushed  out  of 
one  fishery  are  likely  to  end  up  in  another. 
Fishing  is  a  way  of  life  that  many  prefer  to 
pursue  against  sizeable  odds.  Since  limited 
entry  won't  apply  to  all  fisheries,  there  will 
always  be  some  place  else  to  go.  Some  argue 
that  limited  entry  should  be  applied  univer- 
sally in  order  to  prevent  overflow  from  moving 
into  unrestricted  fisheries.  Unfortunately,  dis- 
placement may  put  pressure  on  fisheries  to 
consider  limited  entry  even  though  it  may  not 
be  appropriate.  Since  it  is  not  likely  to  be 
productive  or  efficient  to  apply  limited  entry 
universally,  the  potential  impacts  of  displace- 
ment on  other  fisheries  need  to  be  carefully 
considered. 

6.  Flexibility  -  Limited  entry  schemes,  like 
all  forms  of  management,  are  experiments,  so 
managers  must  retain  the  flexibility  to  change 
themas  they  learn  what  works  and  whatdoesn't. 
If  rights  within  the  system  become  entrenched, 
those  poli  tically  and  economically  enfranchised 
by  that  system  will  resist  change  because  of 
their  investment  in  the  status  quo.  Measures 
providing  that  flexibility  need  to  be  a  part  of  the 
system  from  the  start. 

Once  established,  property  rights  are  diffi- 
cult to  rescind.  Fishing  rights  under  limited 
entry  would  presumably  be  similarly  tough  to 
change.  But  if  a  particular  program  fails,  re- 
moving or  redefining  that  right  may  be  neces- 
sary. Therefore  the  right  must  be  carefully 
defined  to  avoid  its  beconung  absolute. 

The  public  must  retain  the  right  of  owner- 
ship, the  right  to  close  down  a  fishery  if  it  is 
warranted  for  biological  reasons.  Rights  that 
are  based  on  shares,  with  no  guarantee  that  the 
allowable  catch  will  always  be  above  zero, 
provide  a  certain  element  of  flexibility. 
However,  there  may  be  unforeseen  conse- 
quences of  rights-based  fishing  that  need  to  be 
guarded  against.  It  will  be  necessary  to  retain 


a  qualified  right  to  end  a  particular  limited 
entry  program  if  it  fails  to  protect  the  resources; 
perhaps  a  sunset  clause  should  be  written  into 
each  program.  No  experiment,  no  matter  how 
well  conceived,  should  give  away  the  public's 
resources  permanently  or  withdraw  the  public's 
right  to  control  how  the  resources  are  used. 

The  flexibility  necessary  to  protect  the  pub- 
lic interest  in  fisheries  will  conflict  to  some 
degree  with  the  similtaneous  need  to  make 
fishing  rights  defensible.  The  degree  to  which 
the  pubhc  can  reverse  privatization  will  reduce 
the  expectation  that  future  gains  from  current 
sacrifices  can  be  fully  recovered.  There  has  to 
be  a  balance  between  flexibility  and  defensibil- 
ity,  with  the  pubUc's  interest  in  healthy  oceans 
always  the  paramount  concern.  The  terms  of 
flexibility  must  be  established  upfront,  before 
privatization  occurs. 

As  a  precaution,  managers  might  consider 
reserving  a  share  of  the  resource  for 
conservation.  A  percentage  of  the  total 
allowable  catch  could  be  set  aside  in  the  form  of 
an  unused  share  of  the  resource  to  be  held  by 
the  public.  It  would  act  as  a  conservation  buffer 
against  uncertainties  or  inaccuracies  in  stock 
assessments  or  unpredictable  fluctuations  in 
stocks. 
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Mr  Chairman: 

Greenpeace  appreciates  this  opportvmity  to  express  our  concerns 
regarding  individual  fishing  quotas  (IFQs)  to  you  and  the 
subcommittee  on  fisheries  management.   Types  of  quota  plans  which 
privatize  the  resource   are  referred  to  as  individual  fishing 
quotas  (IFQS) ,  individual   transferable  quotas  (ITQs)  or 
individual  vessel  quotas  (IVQs).    For  the  purposes  of  this 
paper,  the  term,  TFQ  will  be  used  to  express  the  general  concept 
of  privatizing  fisneries. 

As  you  may  know,  Greenpeace  is  an  international  environmental 
organization  with  1.6  million  members  in  the  United  states  and 
offices  in  25  countries.   The  organization  is  dedicated  to  the 
protection  of  the  planet  and  its  myriad  creatures  and  ecosystems. 
For  a  nximber  of  years,  our  organization  has  been  involved  in 
fisheries  management  for  almost  seven  years.   While  our  focus  has 
been  in  the  North  Pacific,  we  were  involved  in  the  last  Magnuson 
reauthorization  and  helped  bring  together  the  Marine  Fish 
Conservation  Network  for  the  current  effort. 

Fisheries  in  the  United  Stares  suffer  from  a  variety  of  problems 
ranging  from  loss  of  habitat  to  overexploitation.    The  National 
Marine  Fisheries  Service  (NMFS)  reports  that  65  (or  42%)  of  the 
153  known  fish  stocks  in  tcaeral  waters  are  overexploited. 
Greenpeace  does  not  believe  tnat  the  numerous  problems  affecting 
U.S.  fi6heri«B  can  be  solved  by  implementing  a  system  oi  IFQs, 
and  privatizing  this  public  resource. 

The  current  crisis  in  U.S.  fisheries  was  predicted  in  the  mid- 
l<370s,  and  resulted  in  tnr  passage  by  Congress  ol  the  Fishery 
Conservation  and  Management  Act.  of  1976,  (Magnuson  Act)  .   At  the 
time  of  the  implementation  of  the  Magnuson  Act,  the  status  of 
fisheries  in  the  United  states  warranted  protection,  and  prudent 
conservation  and  management.   Unfortunately,  under  the  Magnuson 
Act,  efforts  to  develop  the  U.S.  aomestic  fishing  fleet,  through 
economic  development  assistance  and  elimination  of  foreign 
competition,  forced  conservation  to  the  wayside.   These  incentive 
programs  were  developed  in  the  form  of  low  interest  loans  and 
preferential  allocations,  to  encourage  U.S.  participation  m 
fisheries  development. 

These  priorities  remain  in  lorce,  and  little  has  been  done  to 
improve  the  way  m  which  fisheries  are  prosecuted  or  to  provide 
for  the  sustainability  of  fish  stocks.   This  has  resulted  in  a 
situation  where  we  now  have  too  many  vessels  chasing  a  finite, 
and  in  many  cases,  aecreasing  amount  of  fish.   Furthermore, 
little  effort  has  been  made  to  improve  the  manner  in  which  fish 
are  caught,  (e.g.  improving  the  selectivity  of  fishing  gear) . 
And,  nothing  has  been  done  to  offset  the  exorbitant  costs  of 
managing  flshericr.  resources. 

The  National  Marine  Fisneries  Service  (NMFS)  is  responsible  for 
the  sound  stewardship  of  our  national  living  marine  resources. 
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As  such,  it  1b  the  responsibility  of  KNFS  to  weigh  all  concerns, 
including  social  and  ecological,  when  addressing  fisheries 
management  issues  and  decisions. 

By  supporting  and  promoting  IP'Qs,  which  would  transfer  the 
ownership  of  our  national  fisheries  to  private  entities,  NHFS 
apparently  believes  that  fisheries  management  will  be  made 
simpler.   In  fact,  NMFS  will  be  ceding  all  or  most  of  its 
authority  and  responsibility  to  manage  and  conserve  U.S.  fish 
stocks  in  this  transaction. 

Greenpeace  believes,  for  the  reasons  listed  below,  that  IFQs 
will  not  solve  the  myriad  problems  facing  U.S.  fisheries: 

a)  IFQ9  do  not  have  conservation  oriented  objectives;  they  are 
largely  profit  driven.   Because  the  fishing  fleets  of  the  world 
are  over-capitalized  and  over-subsidized,  there  is  a  rush  to 
secure  economic  investments  in  the  fleet.   However,  as  has  been 
illustrated  by  those  countries  that  have  adopted  IFQ  regimes, 
IFQ  plans  will  double  or  even  triple  current  implementation  and 
enforcement  costs.   Taxpayers  will  once  again  bear  the  burden  of 
funding  the  implementation  of  a  program  that  does  not  solve  the 
numerous  problems  currently  lacing  U.S.  fisheries.   Moreover, 
taxpayers  should  not  be  required  to  fund  a  program  which 
privatizes  what  was  previously  a  publicly  held  resource. 

b)  IFQ  systems  do  not  renolve  the  problems  of  inherently  "dirty" 
fisheries  (  i.e.  those  risncriCB  with  high  levels  of  bycatch  and 
discards)  .   Such  f  ishcrieti  will  not  be  cleaned  up  by  IFQs. 
instead,  they  will  be  legitimized,  as  historical  bycatch  levels 
are   allocated  so  that  the  target  speciei>  can  continue  to  be 
caught.    Additionally,  because  each  vessel  operator  will  have  a 
given  quota,  the  incentive  to  "hign  grade"-  Keep  only  the  most 
marif*^table  fish  -  will  intensity  and  discards  will  increase 
dramatically. 

c)  Supporters  of  IFQ  systems  argue  that  they  consolidate  the 
number  of  fishing  vessels  in  operation.   But  this  does  not 
address  the  problem  of  "capital  stuffing";  improving  the  catching 
capacity  of  those  vessels  that  participate  in  a  given  fishery. 
The  issue  of  overef f iciency  -ill  not  be  addressed. 

d)  The  "race  for  fish"  will  not  be  slowed  or  stopped  under  an  IFQ 
system.   Fisheries  that  currently  operate  within  a  specific 
window   of  time,  e.g.  the  pollock  roe  fishery,  will  continue  to 
do  so.    Further,  because  ol  the  high  value  of  pollock  roe,  most 
vessels  will  continue  to  fish  tneir  guota  during  the  spawning 
season. 


e)  IFQs  will  facilitate  the  concentration  of  fisheries  resources 
into  the  hands  of  large  corporations  and  will  virtually  eliminate 
small-scale  fishery  operations,  which  arguably  contribute 
substantially  more  in  economic  and  social  terms  to  the  coastal 
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conununitiee  in  which  they  operate. 

f)  Upon  impleanentation  of  IFQs,  fishing  will  no  longer  be  a 
privilege  which  is  contestable  by  citizens.   The  privatisation  of 
our  fisheries  will  eliminate  citizen  participation,  including 
the  right  to  challenge,  fishery  management  decisions.   The 
ability  to  challenge  fishery  management  decisions  in  a  court  of 
law  will  be  nearly  impossible  on  the  basis  of  property  rights. 

Open  access  fisheries  are  difficult  to  manage.   As  vessels 
continue  to  enter  a  given  fishery,  seasons  become  shorter,  total 
allowable   catches  (TACs)  are  exceeded,  and  inevitably  more  harm 
is  caused  to  the  resource.   Limited  entry  programs  are  the 
alternative  to  open  access,  yet  NMFS  has  failed  to  proactively 
limit  participation.    There  are  numerous  types  of  limited  entry 
programs  which  may  address  some  problems  in  each  fishery.  IfQs 
are  not  the  only  option. 

Again,  Greenpeace  does  not  supjxjrt  NMFS'  attempt  to  relegate  its 
authority  over  living  marine  resources  by  giving  away  the  marine 
resources  of  the  United  States  and  creating  private  holders  whoso 
overriding  concern  is  with  maximizing  short-term  profits.   NMFS' 
failure  to  uphold  the  stewardship  of  our  marine  resources  is  no 
excuse  for  NMFS  to  yield  its  obligation  to  conserve  our  fish 
populations  altogether. 

Rather,  we  advise  NMys  to  move  forward  proactively  by  adopting 
and   implementing  suggestions  as  put  lorward  in  its  1991 
Strategic   Plan  tor  the  conservation  and  Wise  Use  of  America 'u 
Living  Marine  Resources.   Interestingly,  NMFS  attempts  to  make  a 
fundamental   departure  tron  tne  approaches  of  the  past  and 
acknowledges  that   effective  conservation  encompasses  the 
ecosystem  as  a  whole.    7n  particular,  it  calls  for: 

1.  Controlled  access  to  fisheries  to  reduce  the  tendency  toward 
excess  fishing  capacity,  economic  waste,  conflicts  between 
groups,  and  industry  pressure  to  make  "risk  prone"  decisions; 

2.  Development  of  more  selective  tishing  practices  to  reduce 
by catch ; 

3.  implementatiuii  of  o  cohesive  strategy,  built  on  all 
applicable  legislative  authorities,  to  protect  and  restore  marine 
ecucystemc ; 

4.  Reduction  of  uncertainty  by  greatly  expanding  the  scientific 
information  base  upon  which  decisions  are  based; 

5.  Risk  averse  decisions  in  the  face  of  uncertainty  (i.e., 
erring  on  the  side  of  conservation,  not  resource  depletion). 
Obviously  minsing  from  this  list  is  the  consideration  of 
biological  interactions.   There  is  a  pressing  need  to  manage 
marine  exploited  species  in  the  context  of  the  ecosystems  of 
which  they  are  an  integral  part,  both  to  achieve  sustained  use  of 
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living  marine  resources  and  to  protect  non-exploited  species  and 
the  integrity  of  their  interactions. 

We  are  at  a  critical  juncture  where  ve  have  a  choice;  either 
drive  our  remaining  fish  stocks  into  depletion  or  move  toward 
sustainable  fisheries  management. 
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Queen  Anne  Fisheries,  Inc. 

1939  Eighth  Avenue  West 

Seattle,  Washington  98119 

(206)  284-9158 


F/V  MASONIC 

Mark  S.  Lundsten,  Operator 


1/24/94 


The  Honorable  Thomas  Manton,  Chairman 
Fisheries  Management  Subcommittee 
Merchant  Marine  and  Fisheries  Committee 
534  Ford  House  Office  Building 
Washington,  D.C.  20515 

Dear  Chairman  Manton, 


I  .  ^^  ^^""8  ^  *ank  you  for  attending  the  meeting  in  SeatUe  on  January  17  with  Mike 

Lowry,  Jolene  Unsoeld,  Maria  Cantwell,  and  members  of  our  fishing  industry.  I  appreciate  the 
wilhngness  of  you  and  of  our  state's  delegation  to  work  with  fishermen  in  order  to  figure  out 
our  problems.  ^ 

I  am  the  owner/operator  of  a  longline  vessel,  the  Masonic,  am  a  Trustee  of  Fishing 
VesselOwners  Association  in  Seattle,  and  have  been  an  active  participant  in  the  campaig^  for 
the  IFQ  system  now  being  implemented  for  the  sablefish  and  halibut  fisheries.  Believe  me  we 
all  look  forward  to  fishing  under  that  system  in  1995. 

In  the  last  year  I  also  have  become  involved  as  a  "volunteer"  Board  member  with  a 
different  group  of  fishermen  -  Independent  Fishermen  For  Fair  Quotas  (IF3Q)  a  group  of 
trawl  catcher-boats,  crabbers,  freezer  longliners,  a  factory  trawler,  and  a  processing 
mothership  Most  are  members  of  either  United  Catcher  Boats,  Alaska  Crab  Coalition  or  the 
North  Pacific  Longline  Association. 

^  u-     ,S""*,^'y  DecembCT,  I  have  taken  on  the  duties  of  Director  for  IFSQ  until  I  go  back 
fishing  later  this  spring.  ^ 

In  that  time^we  plan  to  work  as  much  as  possible  for  an  IFQ  plan  for  groundfish  and 
crab  for  the  North  Pacific  fisheries  stiU  under  open-access  management  More  a  joint  campaign 
Uian  a  traditional  fishermen's  organization,  we  plan  to  work  as  long  as  necessary  with  as  many 
fishermen  as  we  can  to  help  develop  that  plan. 

The  passage  of  tiie  halibut  and  sablefish  IFQ  program  is  a  credit  to  our  fisheries 
managemrait  system.  I  hope  we  can  work  out  anotiier  system  for  crab  and  for  the  other  species 
of  groundfish  m  the  North  Pacific. 

SincCTely, 
Mark  S.  Lundsten 


77-904  0-94-5 
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ALASKA  OCEAN  SEAFOOD 


LIMITED  PARTNERSHIP 


February  4,  1994 


The  Honorable  Tom  Manton 

Chairman 

House  Fisheries  Management  Subcommittee 

534  Ford  House  Office  Building 

Washington,  DC.  20515 


Re:  Magnuson  Act,  ITQ  System  and  Initial  Allocations 


Dear  Congressman  Manton: 

I  am  submitting  the  following  written  testimony  and  requesting  that  it  be  entered  into  the 
official  hearing  record  for  the  Subcommittee's  February  9,  1994  Magnuson  Act  hearing 
regarding  Individual  Transferable  Quota  (ITQ)  management  systems. 

ALASKA  OCEAN  SEAFOOD,  LP  is  the  owner  and  operator  of  the  factory  trawler 
ALASKA  OCEAN.  At  376  feet  in  length  our  vessel  is  the  largest  and  one  of  the  most 
modem  surimi  factory  trawlers  in  the  UNITED  STATES  and  represents  an  initial 
investment  in  excess  of  $60,000,000.  The  ALASKA  OCEAN  operates  in  the  Alaska 
Groundfish  industry  for  a  primary  target  species  of  Alaska  Pollock. 

For  decades  the  Alaska  fisheries  have  been  managed  under  an  "open  access"  system.  As  a 
result  each  fishery  has  experience  overcapitalization  and  "race  for  the  fish"  type  seasons 
that  got  shorter  and  more  intense  with  increased  effort.  An  ITQ  system  would  eliminate 
many  of  the  serious  economic,  safety  and  operational  problems  associated  with  this 
system.  Unfortunately  the  North  Pacific  Management  Council  did  not  move  forward  with 
ITQ's  and  continues  to  be  bound  by  special  interest  politics. 

We  strongly  support  instituting  an  ITQ  system  for  the  Alaska  Pollock  fishery. 

We  believe  just  as  strongly  however  that  initial  quota  shares  should  be  based  on 
''present  participation". 


2415  T  Avenue  •  P.O.  Box  190  •  Anacorles,  WA  98221 
Phone:  (206)  293-6759  •  Fox:  (206)  293-6232  •  Telex:  883481 
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Harvester  sectors,  shoreside  processors  and  the  State  of  Alaska  are  clearly  divided  on  the 
allocation  of  initial  quota  shares. 

However,  we  all  made  our  investments  over  the  years  relying  on  those  existing  laws  that 
regulated  the  fishery.  Allocating  based  on  ''present  participation"  is  consistent  with 
those  regulations  and  would  give  each  no  more  or  no  less  than  they  have  now.  Allocating 
as  some  would  have  based  on  "catch  history"  from  the  onset  of  the  Magnuson  Act 
would  retroactively  change  the  laws  and  create  huge  winners  and  losers.  Early  entry 
catcher  vessels  and  factory  trawlers  would  received  huge  "wind-fall"  shares  and  late 
entries,  like  the  ALASKA  OCEAN  and  others,  would  be  driven  to  bankruptcy.  Those 
vessel  owners  that  support  "catch  history"  were  paid  for  their  efforts.  Most  are  still  in 
the  industry  and  viable  because  had  they  had  the  chance  to  pay  down  their  investments 
with  little  competition. 

We  support  ITQ  but  can  find  no  social,  legal,  economic  or  national  reason  to  base 
the  initial  shares  on  anything  other  than  "present  participation". 

Sincerely  yours, 

ALASKA  OCEAN  SEAFOQ©,  LP 


Jeff  Hendricks,  General  Manager 
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ichorage  Dally  News       Saturday,  January  IS,  1994 


Bottom- 
crab  IFQs 
put  on  hold 


By  HAL  BERNTON 

Daily  News  business  reporter 

Tiie  North  Pacific  Fishery 
Management  Council,  in  an 
abr-pt  change  of  course,  vot- 
ed .  .iday  to  shove  onto  the 
back  burner  a  controversial 
plan  that  would  vest  bot- 
tom-fish and  crab-boat  oper- 
ators with  potentially  bil- 
lions of  dollars'  worth  of 
harvest  rights. 

The  6-5  vote  by  the  coun- 
cil ended  —  at  least  tempo- 
rarily —  a  steady  march 
toward  a  system  in  which 
each  boat  fishing  would  be 
allowed  to  catch  a  fixed 
share  —  or  individual  fish- 
ing quota  —  of  the  entire 
catch.  Proponents  of  the 
plan  claim  it  would  reduce 
waste,  increase  safety  and 
improve  the  finances  of  the 


troubled  North  Pacific  trawl 
fleet. 

The  current  system  allows 
any  boat  to  fish  in  a  race  to 
grab  as  much  as  it  can  be- 
fore the  fleetwlde  catch  level 
is  reached. 

On  Friday,  the  council  di- 
rected its  staff  to  "move  as 
quickly  as  possible"  toward 
developing  a  different  plan. 
This  plan  would  limit  the 
number  of  boats  that  com- 
pete for  fish  —  similar  to 
what's  done  in  the  Alaska 
salmon  industry  —  but 
might  not  do  anything  to 
slow  the  race.  The  IFQ  plan 
would  be  studied,  but  at  a 
slower  pace. 

Bottom  fishing  and  crab 
bing  together  are  the  biggef 
fisheries  in  Alaska,  based  ' 

Please  see  Page  0-S,  SH^ 


128 


SHARES:  Fishery  council  backs  off  plan 


to  divvy  up  bottom  fish,  crab  harvests 


I     Continued  from  Page  D-4      [ 

the  value  of  the  catch. 

The  trawl  fleet  is  largely 
based  in  Washington,  and 
the  vote  infuriated  that 
state's  four  representatives 
on  the  council.  "I  think  it's  a 
tragedy,"  said  Alan  Milli- 
kan.  a  Washington  state  rep- 
resentative. "We're  postpon- 
ing until  the  21st  century 
our  hopes  of  having  a  ratio- 
nal management  system." 

The  decision  could  benefit 
Alaska  on-shore  fish-process- 
ing plants,  whose  represen- 
tatives h;'ve  feared  that  a 
"share"  fJlan  might  cause 
less  fish  to  flow  to  them. 

develop)  than  we  thought." 
said  Rick  Lauber.  a  Juneau 
lobbyist  for  shore-based  pro- 
cessing plants  who  serves  as 
the  council's  chairman. 
Lauber  said  he  was  swayed 
by  a  17-2  vote  by  an  council 
advisory  panel  of  industry 
and  other  officials  that  fa- 
vored the  change  in  direc- 
tion. 

But  the  state  representa- 
tive of  the  council.  Earl  Kry- 
gier,  broke  ranks  with  the 
rest  of  the  Alaska  delegation 
to  vote  against  the  change  in 
directior^  During  a  mara- 
thon Week  of  painstaking 
revisions,  state  officials  had 


The  council  is  a  mix  of 
one  federal,  three  state  and 
eight  industry  officials  who 
develop  harvest  plans  that 
are  passed  onto  the  U.S. 
Commerce  Department  for 
final  approval.  They  are 
sworn  to  vote  in  the  national 
interest,  but  industry  offi- 
cials are  allowed  to  vote  on 
issues  that  they  —  or  the  . 
groups  they  represent  — 
have  a  direct  financial  stake. 

On  Friday,  council  mem- 
bers altered  course  amid  in- 
tense lobbying  by  fishing 
ind-istry  groups  with  big 
starfes  in  the  North  Pacific 
harvests.  Shore-based  pro- 
amended  the  plan  to  include 
options  that  would  protect 
shoreside  plants  and  reduce 
waste  and  accidental  catches 
of  prohibited  species,  said 
Dave  Benton,  another  state 
fishery  official.  And  the 
state  could  try  to  bring  the 
issue  up  for  another  vote  at 
meeting  late  this  year. 

The  council  has  been  dis- 
cussing share  systems  for 
the  last  half  decade,  and 
actually  created  a  share  plan 
for  halibut  and  black  cod 
scheduled  to  go  into  effect 
next  year.  In  recent  months, 
it  has  been  seriously  grar  - 
pling  with  the  even  mo;.B 
complex  task  of  developing 


cessors,  some  factory  longli- 
ners  and  other  groups  feared 
they  might  lose  financial  ad- 
vantage in  some  options  con- 
sidered for  the  share  system. 
And  others  expressed  con- 
cerns that  the  system  was  so 
complex  it  would  take  years 
to  develop,  and  the  industry 
needed  an  alternative  that 
could  be  put  into  place  more 
quickly. 

Votes  in  favor  of  the 
change  were  cast  by  five 
Alaska  fishing  industry  offi- 
cials and  the  state  represen- 
tative from  Oregon. 

"ft's  obvious  that  the  . . . 
plan  will  take  far  longer  (to 

a  share  plan  for  crab  and 
bottom-fish  fleets  that  could 
be  put  into  place  as  early  as 
1996. 

The  share  system  has  been 
backed  by  the  federal  Na- 
tional Marine  Fisheries  Ser- 
vice that  does  the  hands-on 
management  of  the  harvests. 
And  its  representative  to  the 
council  —  Steve  Pennoyer  — 
opposed  the  change  in  direc- 
tion approved  Friday.  He 
said  that  setting  up  a  limit- 
ed-entry system  was  not  a 
short-term  solution  but 
would  require  a  major  :iew 
effort  that  would  take  sever- 
al years  to  accomplish. 
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,,  trawlers 

Council  deals  another  blow  to  factory 


By  STEVE  WILIIELM 


Washington's  factory  trawler  fleet,  al- 
ready staggering  from  the  effects  of  over- 
building and  low  fish  prices,  received  an  un- 
expected body  blow  from  the  Nonh  Pacific 
Fishery  Management  Council  last  week. 

Months  of  work  and  public  hearings 
were  reversed  in  an  instant  on  Jan.  14. 
when  (he  council  voted  against  rapid  imple- 
mentation of  a  long-proposed  system  of  in- 
dividual transferable  quotas.  Thai  system 
has  been  favored  by  many  tn  the  troubled 
local  fleet  of  60  factory  trawlers  as  a  way  to 
limit  competition  while  buoying  their  pre- 
carious finances. 

Instead,  the  fishei^  council  opted  to  put 
on  the  fast  track  an  allemative  plan  called 
"licensed  limitation." 

"It's  a  180-degree  reversal  of  what  tlieir 
previous  decisions  have  been.  It's  turned 
the  whole  industry  upside-down  about 
what's  going  on  with  this  council."  said 
Steve  Hughes,  bottomfish  consultant  for 
Natural  Resources  Consultants  Inc.  in  Seat- 
tle, shortly  after  the  Anchorage  meeting. 

But  Vince  Curry,  president  of  the  Pacific 
Seafood  Processors  Association,  saw  (he 
vote  more  as  a  postponement  of  the  in- 
creasingly complex  process  of  divvying  up 
the  fishery  through  transferable  quotas,  so 
nobody  will  be  left  out. 

"We  don't  want  to  see  a  system  that 
gives  any  sector  an  unfair  advantage."  said 
Curry,  who  represents  the  shore-based 
processors,  which  are  historic  rivals  of  the 
factory  trawlers,  and  which  have  a  combi- 
nation of  Washington  and  Japanese  owner- 
ship. 

While  the  distinction  between  two  meth- 
ods of  allocating  fish  may  seem  arcane  to 
those  outside  the  industry,  it  Is  worth  hun- 
dreds of  millions  of  dollars  to  business  in- 
terests focused  on  the  world's  richest  fish- 
ing grounds,  the  Bering  Sea. 

The  Washington-based  factory  trawler 
fleet  is  worth  an  estimated  $1.6  billion,  and 
generates  annual  revenues  of  about  $5{X) 
million,  as  well  as  supporting  local  ship- 
yards and  suppliers. 


Transferable  quotas  allocate  fish  by  as- 
signing a  quota  lo  each  vessel  or  oilier  enti- 
ty based  on  its  historic  share  of  the  catch. 
The  owner  of  that  quota  is  then  free  to 
calch  those  fish  at  any  time  during  the  year, 
theoretically  allowing  owners  to  schedule 
their  season  according  to  economics.  The 
current  "Olympic"  system  now  crams  the 
entire  year's  allocation  of  some  bottomfish 
into  a  few  weeks  of  frantic  fishing,  taking  a 
toll  on  the  resource,  gear,  odicr  fish  species 
and  even  human  lives. 

The  licensed  limitation  program  en- 
dorsed this  month  by  the  fishery  manage- 
ment council  is  actually  a  hybrid  of  the 
Olympic  system.  It  differs  by  licensing  just 
a  limited  number  of  vessels  to  participate  in 
the  annual  frenzy,  in  an  attempt  to  balance 
fleet  capacity  and  the  resource. 

Representatives  of  Washington's  factory 
trawler  fleet  expressed  anger  about  the  de- 
cision, and  fear  about  its  implications  for 
the  industry  here. 

"It's  tragic."  said  Wally  Pereyra.  the  sole 
representative  of  Washington's  factory 
trawlers  among  the  council's  II  members. 
"I  think  they  (the  council)  feel  that  by  de- 
laying this  thing,  they  can  introduce  other 
measures  that  will  further  cripple  the  dis- 
tant water  fleet,  and  gain  other  advantages 
over  them.  With  the  Alaska  majority  on  the 
panel,  they  bullied  their  way  through." 

"It's  a  real  shock,"  said  Joe  Blum,  execu- 
tive director  of  the  American  Factory 
Trawlers  Association.  "Once  again  it's  a 


signal  that  (he  North  Pacific  Council 
doesn't  really  care  about  many  of  the  things 
they  profess  to  care  about." 

People  familiar  with  the  finances  of  . 
Washington's  factory  trawler  fleet  said  the 
decision  could  push  more  marginal  firms 
into  insolvency,  following  a  spate  of  bank- 
ruptcies last  year. 

After  rapid  growth  in  the  late  "SOs  and 
early  '90s,  the  Seattle-based  fleet  is  too 
large  for  the  total  allowable  catch  of  Alaska 
boiiomfish.  This  problem  lias  been  exacer- 
bated by  the  current  council-mandated  <;ys- 
tem  of  splitting  the  pollock  65-35  between 
offshore  and  onshore  fish  processors,  which 
has  reduced  the  catch  available  (o  llie  facto- 
ry trawler  fleet. 

The  upshot  has  been  that  fishing  days  for 
the  highly  leveraged  fleet  have  been  re- 


duced from  300  annually  to  .ibout  100.  in 
some  cases  dropping  below  (tie  volume  re- 
quired for  profitability. 

Tlie  last  hope  for  many  owners  and  cred- 
itors was  that  they  would  be  able  to  cash  in 
on  their  vessels'  history  if  Irnn'iferable  quo- 
tas were  implemented. 

"A  lot  of  bankers  were  letting  things 
slide  with  the  anticipation  that  these  ITQs 
would  be  issued."  said  Bob  Alverson.  exec- 
utive director  of  the  Fishing  Vessel  Owners 
Association,  and  one  of  the  minority  on  the 
council  who  voted  for  Iran-ilcrnble  quotas. 
"I  expect  that  after  tlie  'A'  ^rason.  we  will 
probably  see  some  (U.S.)  ninn:hal  stickers 
on  the  fleet.  It  really  cuts  ihcm  ofT  at  the 
knees,  finaiKially." 

U.S.  marshals  can  sei/c  a  financially 
troubled  boat  at  the  behes(  of  creditors. 


But  Curry  sees  the  cunrnt  shakeout  as  a 
natural  consequence  of  overbuilding  by  llie 

fleet. 

"Tlie  problem  with  factory  trawlers  is 
that  they've  built  twice  as  many  boats  as 
have  been  justified,  and  they've  created  a 
very  severe  problem  for  Hits  industry,"  he 
said.  "They're  driving  ITQ^  because  it's 
one  way  to  take  a  public  rcinurce  and  use  it 
to  get  them  out  of  tlieir  bad  investments." 


lat  was  surprjsmg  abmrl  Friday's  vote 
was  that  it  followed  days  nf  testimony  on 
transferable  quotas,  both  in  Anchorage  and 
at  the  council's  December  meeting  in  Seal- 
tic.  At  die  Seattle  meeting  (here  seemed  to 
be  a  general  consensus  that  transferable 
quotas  were  inevitable,  and  most  testimony 
was  by  industry  sectors  seeking  a  portion  of 
the  quota. 
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FOR  THE  RECORD_  ._ 


rot  The  Record  Is  en  alphebellcel  listing  ol  busl- 
nessrelaled  Hems  gleaned  horn  press  leleases. 
court  documents  and  other  sources.  Calendar. 
Classes  and  Seminars,  and  Convention  notices 
mus(  be  submitted  to  Records  Coordinator  Brian 
Chin  at  least  two  i«»»>s  prior  10  date  of  publicallon 


BANKRUPTCIES 


Deep  Sea  Hsrveslw  Inc. 

5305  Shilshde  Ave.  N.W..  Suite  200.  Seattle 

98107 

Operator  ol  crab  caldier/processor 

John  R.  Boggs,  president 

Chapter  1 1 

Assets:  N/A 

Deljts:  $3,993,099 

93-101S8 

Jody  Ann  Fleher !••  Inc.  

5305  Sliilstiole  Ave.  N.W..  Suite  200,  Seattle 

98107 

Operator  ol  fishing  vessel 

John  R.  Boggs.  president 

Chapter  1 1 

Assets:  N/A 

Debts:  $1,250,569 

93-10189 

GuKMIstlnc.  „    .„ 

5305  Shilshole  Ave.  N.W..  Suite  200,  Seattle 
98107  ,  ..  . 

Catching  and  processing  ol  groundnsn 
John  R.  Boggs,  president 
Chapter  11 
Assets:  N/A 
Debts:  $8,287,094 
93-10190 

Karin  Lyn  Fisheries  Inc.  

5305  Shilshole  Ave.  N.W..  SuHe  200.  Seattle 

98107 

Operator  ol  fishing  vessel 

Richard  F.  Hastings,  president 

Chapter  11 

Assets:  N/A 

Debts:  $2,563,477 

93-10191 

Deep  Sea  Fisheries  Inc. 

5305  Shilshole  Ave.  N.W..  Suite  200.  Seattle 

98107 

Catch,  process  and  sell  sealood:  manage  other 

companies 

John  R.  Boggs.  president 

Chapter  11 

Assets:  N/A 

Debts:  $11,612,241 

93-10192 
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The  Seattle  Times    SECTION  B   Friday,  December  10,  1993 


Ross  ANDERSON/ Times  editoriaicoiumnist  "    ~    

Legacy  of  the  fish  council: 
500,000,000  hs.  of  waste 


JUDGING  by  the  strain  on 
his  hydraulic  winches,  the 
skipper  believed  he  had 
netted  20.000  pounds  of 
fish,  worth  thousands  of 
dollars.  As  his  mammoth 
net  reached  the  wmd- 
frothed  sur^e  of  the  Be- 
ring Sea.  the  tehennan 
scrambled  down  to  the  deck  to  inspect  his 
catch. 

A  10-ton  catch  is  an  amazing  sight  • 
thousands  of  silvery,  quivering  fish 
crammed  into  a  net  30  feet  long  and  perhaps 
15  feet  across,  like  an  enormous,  quilted 
whale. 

The  skipper,  however,  took  one  look, 
shook  his  head  and  instructed  the  crew: 
"Dump  it!"  In  a  few  minutes,  10  tons  of  fresh 
seafooid  became  10  tons  of  biodegradable 
garbage. 

Why?  'That  net's  full  of  pollock."  he  said. 
"We're  rigged  to  process  rock  sole. " 

This  was  no  isolated  mistake.  During  my 
week  on  board  that  factory  ship,  I  saw  more 
&sh  dumped  than  kept,  callous  waste  mea- 
sured by  the  ton,  if  tt  was  measured  at  all. 
Seattle's  high-tech  fishing  fleet  —  large 
boats  and  small,  m-shore  and  offehore  —  is 
both  an  intemabonal  model,  and  a  national 
disgrace. 

Last  year  alone,  fishermen  m  the  Benng 
Sea  and  Gulf  of  .Alaska  dumped  more  than 
500  million  pounds  of  fish.  That's  more  than 
was  caught  by  all  U.S.  fishermen  in  the 
troubled  North  Atlantic  It  is  enough  to  feed 
250  million  Americans  a  healthy  seafood 
dinner. 

For  years,  fishermen  have  shrugged  off 
these  statistics  as  an  unfortunate  cost  of 
domg  busmess. 

Theu"  busmess.  Our  cost. 


There  is  an  element  of  waste  to  any 
business.  Farmers  occasionally  plow  crops 
into  the  ground  to  avoid  glutting  their 
markets.  Loggers  have  been  cnticued  for 
leaving  trees  too  small  to  mill 

But  much  of  that  500  million  pounds  of 
waste  is  avoidable.  Fishermen  selea  gear 
and  methods  that  are  prone  to  catdung  the 
wrong  speaes.  Of  1 14  million  pounds  of  fish 
caught  m  the  rock  sole  fishery  last  year.  70 
miUion  pounds  were  discarded  —  a  stagger- 
ing 61  percent  of  the  total.  Some  acadent 

This  is  complicated  by  the  way  govern- 
ment chooses  to  regulate  the  fisheries. 
Trawl  fishermen  are  requtnd  to  discard 
halibut,  salmon  and  crab  —  mostly  to  protect 
the  interests  of  competing  longliners  or 
other  traditional  fishermen.  In  1992.  this 
accounted  for  discarding  20  million  pounds 
of  halibut  and  20  million  crab  —  dead  or 
alive. 

The  .American  fishing  industry  remains  a 
cunous  museum  piece,  a  lingermg  case 
study  of  backward  management  and  irratio- 
nal economics.  To  insiders,  it  is  complex:  to 
outsiders,,  it  is  insane.  They're  both  nght. 

Other  public  resources,  such  as  oil  or 
timber,  are  subject  to  market  forces.  The 
government  allocates  the  resource  by  sell- 
ing it  to  the  highest  bidder,  who  presumedly 
wU  harvest  it  m  the  most  effiaent  manner 
possible. 

Fish,  however,  remains  an  open-access 
resource,  free  for  the  taking.  This  is  de- 
fended as  sound  sooal  policy.  In  fact,  it's  a 
throwback  to  19th  century  colonial  econom- 
ics. "This  entire  business  operates  under  a 
charter  granted  by  Queen  Elizabeth,"  says 
one  busmessman-observer. 

When  a  resource  is  both  free  and  valu- 
able, there  are  bound  to  be  too  many  takers. 
The  American  buffalo  was  an  open-access 


til  hunters  got  carried  away. 

The  North  Pacific  Fishery  Management 
Coundl.  the  federal  panel  that  is  supposed  to 
manage  this  problem,  instead  has  ignored  it. 
They  dabble  in  the  politics  of  who-gets-what 
while  the  overall  fleet  contmues  to  breed  a 
new  generabon  of  buffalo  hunters. 

To  prevent  over-fishmg.  the  coundl  has 
shortened  fishing  seasons.  But  time  is  mon- 
ey, so  fishermen  process  only  their  highest- 
value  catch,  dumping  the  lower-value  stuff 
so  they  can  clear  the  decks  and  try  again  for 
the  big  money.  The  result  is  500  million 
pounds  of  chaos,  a  mad  derby  that  encour- 
ages waste. 

Naturally,  ail  this  shortsightedness  costs 
us  taxpayers  millions  oi  dollars  for  fisheries 
research,  regulabon.  enforcement  and  mis- 
management 

We're  even  paying  the  hotel  and  bar  bills 
this  week  as  the  fishery  council  meets  in 
doMmtown  Seattle.  Finally,  the  sitxiation  has 
deteriorated  to  the  pomt  that  even  the 
fishery  counal  is  under  some  pressure  to 
respond. 

They  have  talked  about  new  rules,  re- 
quiring fishermen  to  process  everythmg 
they  catch.  They  have  talked  about  a  new 
quota  system,  which  would  hand  over  own- 
ership of  the  resource  to  fishermen,  based 
on  their  historical  catch.  Look  for  another 
two-year  study  in  the  near  future. 


There  is  a  simpler  and  quicker  solution  to 
all  this:  Stop  giving  the  resource  away. 
Divide  the  fishery  mto  shares,  and  auction  it 
off. 


rfuman  ingenuity  is  rooted  in  profits. 'if 
fishermen  actually  paid  for  what  they  catch, 
they  would  magically  discover  new,  efficient 
ways  of  targetmg  rock  sole  without  scooping 
up  pollock.  They  would  develop  more  effi- 
cient boats  and  fleets,  capable  of  processing 
both  speaes  at  once.  If  waste  costs  money, 
there  wUl  be  less  waste. 

But  free-market  solutions  are  not  on  the 
fisheries  agenda.  The  federal  fish  czars 
won't  even  study  the  idea  of  askmg  fisher- 
men to  pay  their  own  "^ay. 

And  why  should  they?  So  far.  taxpayers 
have  been  willing  to  subsidize  a  bankrupt 
and  wasteful  status  quo. 

Ross  Anderson 's  column  appears  Friday  on 
tditonal  pages  of  The  Times. 
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Council  should  consider  quota  action 

ByBradMatsoi 

Paciflc  Editor 

In  December,  the  Nonfa  Pacific  Fisheiy  Management  Council  met  in  Seattle  for  the  fint  time 
in  its  l6-ye3r  history.  Until  the  last  reauthorization  of  the  Magnuson  Act  in  1990.  the  council  was 
prohibited  from  holding  its  plenary  sessions  anywhere  but  within  Alaska,  a  bitter  pill  for  Seattle's 
distant-water  fleets.  Now,  however,  at  least  one  of  (he  council's  five  or  six  meetings  each  year 
will  be  held  in  either  Oregon  or  Washington. 

The  same  week  the  council  was  meeting,  veteran  Seattle  Tunes  fisheries  writer  Ross  Anderson 
wrote  a  column  headlined.  "Legacy  of  the  fish  council:  500,000.000  lbs.  of  waste."  In  it.  he  crit- 
icized open  access  to  the  fisheries,  a  managemeiu  system  that  requires  discards  of  bycatch  and 
the  North  Pacific  Council  in  generaL  He  called  for  an  auction  of  the  resource  and  sutnnission  to 
the  dynamics  of  the  open  market  as  a  solutiotL 

Meanwhile,  over  in  Ballard,  council  Chairman  Rick  Lauber  gave  the  keynote  speech  at  the 
Norwegian  Commercial  Qub's  Fishermen's  Night  gala.  Lauber  shared  the  bill  with  a  vigorous 
cocktail  hour,  a  great  salmon  dinner,  a  facile  master  of  ceremonies  and  a  pair  of  old-country 
comedians.  Uncle  Torvald  and  his  straightman. 

.  Lauber  was  anything  but  fimny.  though,  as  he  related  the  travails  of  managing  fisheries  widi 
wide-open  compention  on  (he  grounds  and  battalions  of  lawyers  and  lobbyists  on  the  beach.  The 
problem  is.  he  said,  that  the  various  gear  groups,  investors  and  regional  factions  hamper  rational- 
ization of  the  fisheries  or  the  councils  that  manage  them.  Waste  is  all  but  guaranteed  under  an 
open-access  system  with  compressed  seasons  (hat  don't  give  fishennen  the  time  to  select  grounds 
and  methods  that  reduce  bycatch  and  discards.  Now.  we're  in  irons  with  bycatch  caps  shutting 
down  most  fisheries  befcne  their  quixas  are  taken,  and  a  half-billion  potmds  of  discards  showing 
up  in  newspaper  headlines  (hat  are  sure  (o  awaken  the  American  public. 

But  because  the  councils  and  participants  in  the  fisheries  didn't  seize  the  opportunity  to  do 
some  much  needed  social  engineering  12  years  ago.  vesting  access  to  (he  resource  has  become 
impossibly  complicated.  Everybody  who  owns,  runs  or  works  on  a  fishing  boat  claims  an  eno- 
tlement.  and  nobody  wants  to  compromise  on  the  biggest  issue  of  them  aU.  ownership  of  the 
resource  in  perpetuity. 

Curreiu  proposals  for  awarding  quon  shares  in  the  groundfish  and  crab  fleets  seem  like  long- 
shots  at  besL  The  council's  first  attempt  to  impose  a  quota-share  system  in  die  smaller,  less  com- 
plicated halibut  and  blackcod  fisheries  took  nine  years.  That  system  finally  cleared  all 
administrative  hurdles  and  is  set  for  imposition  in  1993,  but  what  will  Ulcdy  be  a  protracted  legal 
blizzard  started  the  week  the  council  met  in  Seattle,  when  opponents  filed  their  first  lawstiit. 


Maybe  Ross  Anderson  is  righL  A  quota  auction  might  be  the  only  way  to  go  if  we  want  to 
rationalize  the  fisheries  of  the  North  Pacific  in  this  century. 
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EDrrORIAL 


Harvest  Priority 

Don't  sweep  it  under  the  rug 

License  limitation,  ITQs  or  the  status-quo 
madhouse.  Those  are  the  three  options  before  the 
North  Pacific  Fishery  Management  Council  as  it  moves 
ahead  with  "comprehensive  rationalization'  of  the 
groundfish  harvest  off  Alaska.  That's  the  best  nearly  a 
decade  of  expert  input  and  political  horse-trading  has 
been  able  to  come  up  with.  Or  is  it? 

When  the  NPFMC  met  in  Seattle  in  December,  they 
were  presented  a  sketch  of  a  harvest  priority  system 
developed  by  the  Alaska  Marine  Conservation  Council.  The  plan 
proposes  to  withhold  a  percentage  of  the  annual  TAC  from  the  open- 
access  fishery  and  reward  the  additional  quota  to  those  harvesters  who 
can  meet  or  beat  a  negotiated  bycatch  standard.  The  set-aside  could  be 
increased  over  time,  and  the  cleanest,  most  efficient  fishermen  within 
each  gear  group  could  gradually  bid  down  the  bycatch  rate  to  distance 
themselves  from  the  'dirtier*  competition. 

Instead  of  granting  harvest  shares  to  those  who  have  historically 
boated  the  greatest  catch— at  whatever  cost  to  the  resource— the  system 
would  reward  those  who  can  adapt  fishing  savvy  and  modern 
technology  to  a  more  balanced  ecological  advantage.  The  statistical 
burden  would  shift  away  from  an  enforcement  agency  charged  with 
proving  fishermen  wrong  to  a  fleet  of  operators  eager  to  prove 
themselves  right  Observers  might  even  be  welcomed  aboard. 

Market  forces  would  establish  equilibrium.  Ecological  risk  takers 
would  have  something  to  gain.  The  fair  cost  of  bycatch  could  now  be 
factored  in,  and  the  burden  of  excess  would  be  bom  by  the  individuals 
who  can't  cut  the  mustard,  not  by  entire  fleets.  Maybe  it's  just  a  pipe 
dream,  but  it's  too  beautiful  to  ignore. 
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As  thousands  starve  around 
the  world,  millions  of  pounds 
of  high-protein  fish  are  being 
killed  in  the  north  Pacific 


STORIES  BY  JOE  HUNT 


Hi 


'uge  factory  trawlers  raking  the  sea- 
beds  oft  Alaska  are  too  deadly  effi- 
cient. So  far  this  year,  they  have 
killed  and  wasted  enough  fish  to  feed 
each  Alaskan  a  high-protein  dinner  for  more 
than  three  nnonihs. 

Some  say  this  waste  —  in  a  world  where 
many  go  hungry  —  Is  a  national  scandal.  Others 
counter  it  is  just  the  cost  of  doing  l)usiness. 

The  vessels  trail  thousand-foot  nets  to  scour 
Tcean  bottom  in  the  Bering  Sea  and  the  Gulf 
Jaska  and  haul  in  tons  of  pollock,  cod  and 
uiner  bottom  fish. 

About  10  percent  of  the  flshenes'  5  bUlion- 
pound  quota  is  thrown  overboard.  Dead.  "  '  '    '■ 

The  fleet  has  wasted  159  million  pounds  of  ed- 
ible fish  in  the  first  U  weeks  of  this  year,  says 
the  North  Pacific  Fishenes  Management  Coun- 
cil. '-   -  —  ■ 

Larry  Cotter  is  chairman  of  the  bycatch 
committee  for  the  Tishenes  council,  which  sets 
the  regulations  for  the  trawling  industry. 

"In  my  own  opinion,  we  are  wasting  an  ener- 
mous  amount  of  fish,"  Cotter  said.  "That  is  un- 
conscionable. If  they  learned  about  this  Out- 
side, it  would  become  a  national  scandal,  a  dis- 
grace." 

'  But  discarding  fish  is  an  economic  reality  of 
the  fishery,  dictated  by  world  markets  and 
pnces,  said  Ben  Larkins,  director  of  the  Amer- 
ican Factory  Trawler  Associaaon.  If  trawlers 
could  avoid  catching  unwanted  species  or  fish 
too  small  to  process  they  would,  he  said. 

"There  is  not  only  the  social  stigma  of  throw- 
ing  fish  back,"  Larkins  said.  "There's  also  an 
economic  penalty  because  it  takes  a  lot  of  man- 
power to  do  that. 

"Any  entrepreneur  who  is  throwing  away  a 

percentage  of  his  raw  product  is  desperately 

looking  for  a  way  to  utilize  his  whole  catch. 

~  ■'re's  a  real  incentive,for  him  to  do  that." 

le  trawlers  target  i»Uock,  cod.  sole,  flat- 

.  and  other  bottom  fish  for  sale  in  Japan. 


But  their  nets  are  indiscriminate. 

A  crawler  net  trails  a  vessel  like  sock.  Its 
mouth  may  be  more  than  200  feet  across,  with 
weighted  wheels  to  roll  it  along  the  muddy  bot- 
tom and  floats  at  the  top  to  keep  its  mouth  open. 

Federal  law  requires  that  tons  of  high-value 
crab,  hemng.  halibut  and  salmon,  inadvert- 
ently caught  and  killed  in  the  nets,  be  thrown 
back  as  bycatch. 

But  trawlers  also  toss  back  fish  they  are  au- 

thonied  to  take.  Industry  insiders  excuse  the 
waste,  saying  the  fish  are  the  wrong  sue  for 
processing  machinery,  that  they  are  damaged 
in  the  enormous  net-loads  hauled  from  the  bot- 
tom or  because  no  profiuble  markets  exist. 

Dunng  the  Bering  Sea  bottom  fish  season, 
which  started  Jan.  1,  federal  observers  re- 
corded 144  million  pounds  of  cod,  sole,  flounder, 
flatfish  and  other  species  tosjed  overboard.  An- 
other 15  million  pounds  have  been  discarded  in 
the  Cult  of  Alaska. 

The  public  tends  to  focus  oii_the  bycatch,  but 
the  waste  of  low-value  bottom  fish  islhe 
bigger  moral  issue.  Cotter  said. 

He  estimates  400  miUion  to  500  million 
pounds  of  bottom  tish  will  be  tossed  over- 
board by  the  end  of  the  season. 

This  is  in  addiuon  to  a  cap  of  16  million 
pounds  of  halibut,  4  miUion  tanner  crab, 
200,000  king  crab  and  833  tons  of  hemng 
the  trawl  fleet  wiU  be  allowed  to  catch 
and  toss  back  this  year. 

Assuming  one-third  of  that  poundage 
represents  fileted  meat,  that  is  roughly 
enough  to  provide  every  Alaskan  with  1 
pound  of  filets  a  day  for  a  year. 

"The  real  rape  in  the  ocean  right  now 
is  waste,  •  Cotter  said.  "Prohibited  spe- 
■"   cies  catch  is  the  sexy  pan  of  waste,  but  , 
finflsh  discard  Is  absolutely  appalling. 

"The  factory  trawler  is  without  ques- 
tion Lie  most  efficient  harvesung  ma- 
chine on  this  planet.  But  when  It  comes  to 
processing  what  it  catches,  it's  extremely  i 
inefficient."  ', 

Trawlers  net  so  many  fish,  operators 

can  be  picky  about  what  they  keep,  pro- 

cessmg  only  the  most  profitable  grade  of 

fish  and  tossing  back  the  rest,  he  said.        ! 

;       Pollock  filet  machines  are  set  for  a 

cerum  sue  of  fish.  So  far  this  year,  the 

I  industry   has    tossed    back   69   million 

.  pounds  that  was  too  sma.l  or  too  large  to 

be  efficiently  processed,  he  said. 

"It's  a  cnme  the  amount  of  fish  dis- 
carded," said  Mandy  Merldein,  a  flsh- 
enes observer  on  contract  with  the  Na- 
tional  Marine  Fisheries  Service.  "It  does- 
n't seem  right  we  have  to  discard  that 
much  fish.  Even  the  processors  hate  it 
No  one  IS  happy  about  It." 

Merklein  is  a  veteran  of  20  trips  on  for- 
eign and  Amer.can  vesseb  in  the  Bermg 
Sea  and  the  Gulf  of  Alaska. 

"I've  been  on  boats  where  I've  thrown 
more  overboard  In  value  than  what  we  i 
kept,"  MerWeui  said.  "It  just  seems  so  ■ 
stupid.  What  it  really  comes  down  to  is 
bottom-dragging  is  not  very  clean." 


An  observers'  pnmary  job  is  to  docL 
ment  the  waste,  providing  weekly  repor 
on  bycatch  to  ensure  trawlers  do  not  e.\ 
ceed  their  quotas.  In  1990,  the  first  yea 
observers  were  required  aboard  Amer 
ican  trawlers  in  the  North  Pacific,  513  ob 
servers  monitored  2S6  vessels. 


I  THE  AMERICAN  factory  trawler  in 
dustry  In  Alaska  is  still  in  its  infancy,  hav 
ing  taken  over  the  fishery  from  a  well-es 
tablished  foreign  fleet  in  the  last  10  years 
Council  members,  biologists  and  fisher 
men  say  the  industry  is  learning  how  tc 
target  its  preferred  catch  without  kilUnf 
and  wasting  unwanted  fish. 

Officials  say  they  are  optimistic  man;, 
of  the  problems  will  be  solved  during  the 
1990s.  But  the  process  seems  unbearabK 
slow,  they  admit  —  especially  when  rag- 
ing controversies  are  so  widespread. 

•  Fishermen  are  edgy  about  a  plum- 
meting halibut  population,  reducing  their 
harvest  year  after  year.  Meanwhile,  fac 
tory  trawlers  will  take  16  million  pounds 
of  halibut  this  year. 

•  Interception  of  king  salmon  on  the 
high  seas  has  brought  the  impact  of  fac- 
tory trawlers  home  to  the  Bnstol  Bay, 
Cook  Inlet  and  Southeast  Alaska  where 
rivers  are  prized  for  world<lass  spon 
fishing.  During  the  first  3  months  of  the 
Bering  Sea  fishery  this  year,  28.000  juve- 
nile king  salmon  were  killed  and  thrown 
back.  Another  31,000  were  killed  in  the 
Gulf  of  Alaska.    '   - 

•  Bering  Sea  crab  fishermen,  staning 
their  comeback  after  the  crash  of  the 
king  crab  population  in  the  early  1980s, 
are  angry  because  trawlers  are  allowed 
to  kiU  200,000  of  the  highly  sought  crab 
and  4  million  of  the  lower-priced  tanner 
crab  each  year. 

•  The  government's  requirement  that 
crab,  salmon,  hemng  and  halibut  be 
thrown  back  is  viewed  as  market  protec- 
tion by  some  and  waste  by  others.  Cntics 
say  they  would  rather  those  species  be 
sold,  with  the  profits  used  to  fund  re- 
search to  reduce  waste. 

•  Onshore  pnxessing  plants,  provid- 
ing jobs  ui  Alaska's  coastal  communities. 
say  they  are  mostly  shut  out  by  the  Seat- 
tle-based factory  trawlers.  The  feud  has 
spawned  a  proposal  that  would  require  a 
50-50  split  between  onshore  and  offshore 
processors. 

Controversies  are  popping  up  faster 
than  solutions  can  be  found.  "The  tend- 
ency over  the  last  few  years  is  things 
seem  to  be  getting  more  poUnzed,  worse 
really,"  said  Larkins  of  the  Amencan 
Factory  Trawler  Association. 

Virtually  nobody  condones  the  waste. 
If  the  trawlers  do  not  find  a  solution,  the 
fishenes  council  may  someday  force  ac- 
tion. 
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"t  think  we  need  lo  consider  imple- 
menting a  program  that  prohibits  dis- 
cards," Cotter  said.  "We  may  have  to  say 
'If  you  catch  It,  you  have  to  process  It.'  " 
Trawlers  could  install  meal  plants  to 
grind  up  the  unsalable  fish,  creating  fer- 
tilizer and  animal  feed,  he  said. 

Discarding  fish  is  more  of  a  social  or 
aesthetic  problem  than  a  threat  to  the 
species.  Larkins  said.  It  is  popular  to  con- 
demn ihe  waste  because  there  are  starv- 
ing people  in  the  world,  but  none  of  those 
fish  would  make  it  to  the  struggling  Third 
World  countries  that  need  them,  he  said. 

"It's  not  as  if  those  fish  being  thrown 
back  are  being  taken  out  of  somebody's 
mouth,"  he  said.  "They  would  never  have 
had  them  In  the  first  place." 

Larkins  said  as  long  as  there  is  no  bio- 
logical threat  to  the  species,  the  waste  is 
not  a  moral  issue.  It  is  similar  to  the 
waste  in  the  timber  industry  or  in  vegeu- 
ble  farming,  he  said.  "Whether  or  not  you 
catch  them  and  throw  them  back  or  leave 
them  in  the  water  in  the  first  place,  to  me 
there's  not  much  difference,"  Larkins 
said. 

Other  fishermen  also  discard  fish,  Lar- 
-IjiSi  Idns  said.  Halibut  longliners  commonly 
throw  back  cod  and  other  species,  he 
said.  Longliners  in  Southeast  Alaska  can- 
not target  king  salmon  without  also  snag- 
ging and  wasting  dogfish,  he  said. 

Dr.  Jim  Brooks,  deputy  director  of  the 
National  Marine  Fisheries  Service  in  Ju- 
neau, said  nothing  is  wasted  in  the  sea. 
Discarded  fish  become  nutrients,  fodder 
(or  other  species  in  a  complex  food  chain, 
he  said. 


UNTARGETED  SPECIES  are  thrown 
overboard  in  fisheries  in  Alaska  waters, 
the  Gulf  of  Mexico  and  the  North  Atlan- 
tic. "We  could  be  talking  about  3  (billion) 
or  4  billion  pounds  a  year,"  said  Harry 
Upton  of  the  Center  for  Marine  Conserva- 
tion in  Washington,  DC. 

The  Gulf  of  Mexico  shnmp  trawl  fish- 
ery alone  accounts  for  1.1  billion  pounds 
of  unprocessed  waste,  he  said. 

"I  think  in  fisheries  we're  looking  at 
some  extreme  problems  that  have  been 
neglected."  he  said.  "It's  not  something 
people  have  taken  up  the  cause  for  yet. " 

The  combined  political  muscle  of  the 
fishing  industry  on  both  coasts  has  made 
change  come  slowly,  he  said. 

The  Ivlagnuson  Fishery  Conservation 
and  Management  Act  of  1976.  which  set 
up  the  American  trawl  fleet  by  putting  all 
waters  within  200  miles  of  the  coast  under 
U.S.  control,  spells  out  the  process  for 
regulating  fishenes  in  federal  waters. 

The  act,  enforced  by  the  Nauonal  Ma- 
nne  Fisheries  Service,  requires  regula- 
tors to  consider  biological,  economic  and 
■.ocial  factors.  The  economic  impact  on 
the  industry  often  overrdes  social  con- 
cerns. Upton  said. 

"My  feeling  is  we've  shifted  too  far  to 


the  benefit  of  the  user  groups  and  the 
public  interest  in  some  cases  has  been 
neglected."  he  said. 

The  Magnuson  Act,  after  14  years  of 
practice,  essentially  "replaced  foreign 
overfishing  by  domestic  overfishing." 
concluded  a  report  released  April  1  by  the 
Center  for  Marine  Conservation.  The  act 
set  high  pnnciples  and  showed  promise 
tor  a  well-organized  U.S.  fishery,  the 
study  said.  But  it  has  exacertjated  U.S. 
fisheries  problems,  it  concluded. 
•  •  • 

THE  NORTH  Pacific  Fisheries  Man- 
agement Council  does  not  have  the  neces- 
sary suff  to  handle  the  many  issues  it 
faces,  said  Ami  Thomson,  director  o(  the 
Alaska  Crab  Coalition.  "And  if  the  analy- 
sis doesn't  get  done,  then  who  wins?  The 
factory  trawlers."  he  said. 

United  Fishermen  of  Alaska,  the  larg- 
est orgaiuiation  of  commercial  fisher- 
,  men  in  the  state,  has  asked  the  Depart- 
ment of  Fish  and  Game  to  assist  the 
council  with  its  scienuflc  analysis  to 
speed  up  the  process.  Thomson  is  chair- 
man of  the  group's  Bycatch  Committee. 

Cotter  said  Alaska's  bycatch  problem 
is  caused  by  fishermen  who  do  not  want 
their  rivals  on  the  high  seas  to  profit  by 
catching  prohibited  species.  Their  least- 
of-two-evils  is  to  allow  the  valuable  fish  to 
be  wasted. 

"The  reason  is  political,"  Colter  said. 
"That's  all  there  is  to  it."  Cotter  said. 

The  millions  of  pounds  of  bycatch  in 
Alaska  waters  is  incidental  to  the  5-bil- 
lion-pound  quota  of  pollock,  cod,  sablefish 
and  other  bottomfish  expected  to  be  har- 
vested this  year.  But  to  the  crabbers, 
halibut  longliners  and  salmon  fishermen. 
it  IS  money  out  of  their  pockeu,  Thomson 
said. 

The  crab  fleet  took  in  JlOO  million  last 
year  by  harvesting  4  million  king  crab. 
Trawlers  discarded  300,000  king  crab, 
most  of  them  dead,  worth  about  J7.5  mil- 
lion. That  directly  reduced  the  amount  of 
king  crab  Alaska  fishermen  could  catch, 
Thomson  said. 

"We  still  don't  think  there  is  enough 
protection  for  king  crab,"  he  said.  "King 
crab  stocks  are  stUl  depressed  in  the  Be- 
nngSea." 

The  Alaska  bottomfish  industry 
boomed  in  the  198Qs  after  the  crash  of  the 
king  crab  population.  Crabbers  harvested 
20  million  king  crab  in  1980.  But  the  crab 
fishery  collapsed  in  following  years. 
_  providing  a  harvest  of  only  540,000  crab  in 

1982  before  closing  completely  In  1983. 
Scientists  still  cannot  explain  the  reasons 
for  the  steep  decline  in  the  population. 

Crabljers  rumed  their  efforts  to  bot- 
tom fish  and  began  delivering  their  catch 
to  a  well-established  fieet  of  foreign  proc- 
essors. With  the  Magnuson  Act  backing 
them,  the  Amencan  trawl  fleet  mush- 
roomed and  forced  out  the  foreign  fleet. 


The  Seattle-based  trawl  industry,  with 
an  efficient  fleet  of  60  factory  trawlers 
and  four  monstrous  factory  ships,  quickly 
overwhelmed  the  fishery. 

Industry  officials  say  intense  competi- 
tion prompted  some  fishermen  to  cut  cor- 
ners and  aggressively  fish  without  regard 
to  bycatch  and  waste.  Conscientious 
prtxessors  move  out  of  an  area  if  they 
discover  a  large  percentage  of  a  bycatch 
species  In  a  haul,  they  say. 


THE  DECLINE  of  halibut  stocks  in 
the  North  Pacific  since  1988  often  is 
blamed  on  the  trawler  Industry.  The  Be- 
ring Sea  is  the  North  Pacific's  nursery  for 
halibut  and  the  decline  of  those  fish  coin- 
cides with  the  increase  in  trawler  pres- 
sure. 

The  trawl  fleet  is  allowed  to  take  and 
throw  back  11.6  million  pounds  of  halibut 
in  the  Bering  this  year  as  it  pursues  its 
legal  species.  At  an  average  of  3^  pounds 
each  for  juvenile  halibut,  the  figure  rep- 
resents more  than  3  million  fish. 

While  critics  blame  trawlers.  Interna- 
tional Pacific  Halibut  Commission  biol> 
gists  say  they  believe  the  decline  is  a 
natural  fiuctuation.  A  complex  tormula 
compensates  for  the  halibut  killed  by  the 
trawlers  aiid  reduce*,  the  annual  quota 
given  to  longliners. 

Trawlers  are  not  to  blame  for  the 
drop,  but  their  halibut  bycatch  will  hurt 
the  longlinera  more  each  year  as  num- 
bers continue  to  dwindle,  said  Bob  Crum- 
ble, senior  biologist  with  the  halibut  com- 
mission. The  available  harvest  of  halibut 
statewide  by  1996  may  be  below  25  million 
pounds,  a  third  of  the  peak  in  1988,  he 
said.  r 

"It  may  be  that  quantities  available 
over  the  next  four  to  five  years  could  be 
(airly  painful  for  people,"  Crumble  said. 

"We  believe  this  natural  downturn  we 
see  now  Is  going  to  continue  for  several 
more  yean.  We  don't  know  how  far  the 
decline  will  continue  or  when  it  will  begin 
back  up  again." 

Greg  Seider,  director  of  United  Fisher- 
men of  Alaska,  said  he  is  not  so  sure 
trawlers  are  innocent  in  Ihe  halibut  de- 
cline. -     , 

"None  o(  it  is  going  down  real  well," 
he  said."It's  really  easy  to  say  it's  the 
trawlers,  but  prove  it.  That's  the  rub,  be- 
cause we  really  haven't  seen  the  re- 
sources dedicated  to  really  get  a  handle 
on  it." 


CRITICS  and  defenders  of  the  trawl 
fishery  and  the  drawn-out  regulatory  pro- 
cess remain  optimistic.  Better  technolo- 
gy, regulations  and  fishing  methods, 
along  with  developuig  markets  for  fish 
now  discarded  could  drastically  reduce 
waste. 

"I  think  we're  still  kind  of  new  to  the 
game  and  we're  siiU  trying  to  figure  out  a 
way  to  do  it,"  said  Bruce  Buls,  a  spokes- 
man for  the  Amencan  Factory  Trawlers 
Associauon.  Contd, /\itJlt/)Mr£_' 
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"We're  looking  for  some  mecnanism 
to  get  the  diny  tisherman  out  of  the  fish- 
ei7,  temporanly  i(  not  permanently." 

Cotter  and  Larkins  agree  on  the  long- 
term  solution.  Both  said  they  want  a  sys- 
tem that  rewards  efficient  trawlers  while 
penalizing  those  with  a  large  bycatch. 

The  current  system  penalizes  the  en- 
til^  fleet.  When  the  bycatch  limit  for  any 
prohibited  species  is  reached  in  a  given 
region,  the  entire  fleet  must  quit  fishing 
in  that  area.  The  system  proposed  by  Cot- 
ter and  Larkins  would  force  offending 
vessels  to  sit  out  all  or  part  of  the  season 
while  their  competitors  continued  fishing. 

"The  way  I  envision  It.  the  dirty  ves- 
sels will  not  tie  able  to  survive  and  wiU  go 
bankrupt."  Cotter  said.  "Eventually,  we  | 
wiU  have  a  rational  fishery,  but  I  tliink  It 
will  take  five  years  to  get  there  and  in  the 
process  there  will  be  a  lot  of  bankrupt- 
cies." 

Larkins  said  he  would  like  to  take  what 
he  calls  the  "penalty  box"  concept  one 
step  further,  tying  the  bottom  fishery  to 
the  shore-based  halibut  and  crab  fishery. 
Each  o(  those  fisheries  would  be  closed  to 
further  entnes.  under  one  industry-spon- 
sored proposal.  Those  grandfathered  in 
to  the  program  would  receive  a  cenifi- 
cate  giving  them  a  set  percentage  of  each 
year's  allocation. 


A  TRAWLER  wanting  to  fish  in  hall- 1 
but  waters  would  have  to  buy  a  halibut  al- ' 
location  from  longliners.  The  halibut 
would  be  processed  and  not  thiown  back. 
and  the  trawler  would  strive  to  make  Its 
halibut  allocation  last  as  long  as  possible 
by  fishing  the  waters  selecuvely. 

"Once  you  get  a  certificate,  if  you  • 
want  to  expand  your  market,  you  go  out 
and  buy  someone  else's  certificate, '  Lar-  ■ 
tans  said-  "This  way  the  markerplace  de- 
cides where  the  best  benefit  of  these  fish- 
eries lies.  You  don't  have  to  make  politi- 
cal judgments. 

"It's  got  to  come  down  to  where  the  in- : 
dividual  fisherman  has  some  kind  of  in-! 
centlve  to  fish  as  cleanly  as  possible."       'i 


THE    PROBLEM   is   worldwide,   al- 
though other  coiintnes  have  explored  op- 


Haddon  is  a  biologist  with  the  Ministry 
of  Agnculture  and  Fishenes  in  Auckland, 
a  port  on  New  Zealand's  North  Island. 
Trawler  operators  son  their  catch  and 
use  separate  freezers  for  different  spe- 
cies, he  said. 

"The  fishermen  get  a  miiilmal  price 
for  bringing  it  in,  but  it  encourages  them 
to  bring  it  In  and  not  dump  it."  he  said. 
The  low  price  deters  operators  from  tar- 
geting the  bycatch  species,  he  said.  All 
transactions   must   be   individually  a|> 

proved  and  the  program  is  coordinated 
by  computer. 

"People  monitor  the  bycatch  trade  to 
be  certain  that  it's  honest,"  he  said.  "It's 
not  the  answer  to  everybody's  prayers, 
but  it  does  avoid  waste." 

In  New  Zealand's  peak  season,  .10  to  40 
commercial  boats  fish  offshore.  Govern- 
ment observers  are  assigned  to  about 
half  the  boats  to  monitor  the  catch  and 
stop  operators  from  illegally  transferring 
fish  to  another  vessel. 

Upton,  of  the  Center  for  Marine  Con- 
servation in  Washington,  said  he  sees  a 
hard  fight  ahead  for  the  uidustry  to  find 
Its  balance  in  the  Bering  Sea  fishery. 

"In  the  Northeast,  we  fished  the  re- 
source to  hell,"  Upton  said.  "We  haven't 
done  that  yet  in  Alaska,  but  the  danger 
signals  are  there.  I  think  we're  going  to 
solve  these  issues  in  time.  Unfominately. 
we're  learning  the  hard  way."      _ 


tions  for  solving  the  problem.  For  exam- 
ple. New  Zealand  uses  a  trad&-off  pro-' 
gram  to  reduce  its  high-seas  waste  prob- 
lem. 

Capuins  have  the  option  of  selling 
Lheir  bycatch  to  the  government  or  pay- 
ing to  keep  it,  usmg  a  complex  trade-off 
formula  which  takes  into  account  the 
value  and  quotas  of  the  target  species, 
said  Dr.  Malcolm  Haddon. 


Trawl  nets  roll  on  large, 
weighled  wheels  overthe 
muddy  bottom. 

Doors  act  like  a.rloils.  pulling 
out  the  sides  of  the  net  and 
creating  a  mud  screen  that 
scares  lish  into  the  middle. 
Reals  hold  the  mouth  of  Ihe 
net  open,  creating  a  cone  with 
an  opening  200  (t.  across. 

After  dragging  the  net  lor  an 
hour  or  two,  it  is  hauied  on 
board  where  fish  are  soned 
and  processed 
Salmon,  crab  and  halbul  are 
tossed  back  into  the  sea  a  ong 
with  about  10  percent  of  the 
bottom  lish  caughL 


Factory  trawlers  crisscross  the 
Bering  Sea  and  the  Gulf  of 
Alaska  catching  and 
processing  5  billion  pounds  of 
bottom  fish. 
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1993  Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Daia  Through  1 1/13/93 

Bering 

Sea  and  Aleutian  Islands 

GEAR 

TAKGET 

SPECIES 

TOTAL 
CATCH 

TOTAL 
DISCARD 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

rimwl 

RSOLWFLAT 

AMCK 

15 

8 

53J 

0.0 

RSOUOFLAT 

ARTH 

2314 

2309 

99J 

3.4 

RSOUOFLAT 

FLOU 

11876 

5532 

4&6 

8.1 

RSOUOFLAT 

GTRB 

1% 

178 

90.8 

03 

RSOUOFLAT 

OTHR 

4110 

3978 

96J 

5.9 

RSOUOFLAT 

PCOD 

9S41 

6340 

66J 

93 

RSOLAJFLAT 

PLOC 

Z1087 

19337 

91.7 

28J 

RSOUOFLAT 

POP 

112 

lOS 

93.8 

02 

KSOUOFLAT 

ROCK 

4 

4 

100.0 

oja 

RSOUOFLAT 

RSOL 

41982 

24068 

S7J 

35.4 

RSOUOFLAT 

SABL 

13 

9 

69.2 

0.0 

RSOUOFLAT 

SCNO 

2 

1 

SOJ) 

OlO 

RSOUOFLAT 

SQID 

2 

2 

loao 

oja 

RSOUOFLAT 

SRRE 

2 

1 

SOX) 

OtO 

RSOLTOFLAT 

YSOL 

11937 

6095 

5L1 

9.0 

TOTAL 

103193 

67967 

65.9 

100.0 

Tnwl 

ROCK 

AMCK 

2916 

1215 

41.7 

16.9 

ROCX 

ARTH 

1263 

1123 

8S.9 

15.6 

ROCK 

FLOU 

252 

140 

55.6 

2.0 

ROCK 

GTM 

644 

78 

12.1 

I.l 

ROCK 

OTHR 

684 

567 

82.9 

7.9 

ROCK 

PCOD 

976 

260 

26.6 

3.6 

ROCK 

PLCK 

1610 

1463 

90.9 

20.4 

ROCK 

POP 

15067 

1673 

ILI 

23J 

ROCK 

ROCK 

130 

60 

46.2 

0.8 

ROCK 

RSOL 

63 

59 

93.7 

0.8 

ROCK 

SABL 

55 

5 

9.1 

0.1 

ROCK 

SCNO 

805 

288 

35.8 

*ja 

ROCK 

SQID 

27 

27 

IOOlO 

0.4 

ROCK 

SRRE 

180 

148 

82.2 

2.1 

ROCK 

SRSN 

356 

71 

19.9 

1.0 

TOTAL 

25028 

7177 

28.7 

100.0 

Trawl 

YSOL 

ARTH 

901 

864 

95.9 

1.7 

YSOL 

FLOU 

8908 

6549 

73J 

12.8 

YSOL 

GTRB 

5 

5 

100.0 

0.0 

YSOL 

OTHR 

3566 

3509 

9S.4 

6.8 

YSOL 

PCOD 

7686 

4207 

54.7 

8.2 

YSOL 

PLCK 

14789 

13435 

90J 

26.2 

YSOL 

POP 

5 

5 

loao 

ao 

YSOL 

RSOL 

7104 

4319 

60.8 

8.4 

YSOL 

YSOL 

81129 

18355 

2Z6 

35.8 

TOTAL 

124093 

51248 

4U 

100.0 
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1993 

Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Data  Through  1 1/13/93 

Bering 

Sea  and  Aleutian  Islands 

TOTAL 

TOTAL 

PERCENTAGE 

PERCENTAGE  OF 

GEAR 

TAKGCT 

SPECIES 

CATCH 

DISCARD 

DISCARDED 

TOTAL  DISCARD 

Tnwl 

AMOC 

AMCK 

58110 

11617 

20.0 

63.0 

AMOC 

ARTO 

168 

168 

lOO.O 

0.9 

AMOC 

FLOU 

5 

4 

80.0 

0.0 

AMCK 

GTRB 

118 

116 

98J 

0.6 

AMOC 

OTHR 

309 

309 

100.0 

1.7 

AMOC 

PCOD 

4091 

1980 

48.4 

10.7 

AMCK 

PLCK 

141 

104 

73.8 

0.6 

AMCK 

POP 

840 

S26 

62.6 

2.9 

AMCK 

ROCK 

66 

43 

65.2 

0.2 

AMCK 

RSOL 

100 

90 

90.0 

OS 

AMCK 

SABL 

4 

0 

0.0 

0.0 

AMCK 

SCNO 

3S38 

3487 

98.6 

18.9 

AMCK 

SQID 

1 

1 

100.0 

0.0 

AMCK 

SRRE 

654 

5 

0.8 

0.0 

TOTAL 

68145 

18450 

27.1 

100.0 

Trawl 

PLOC-Bot 

AMCK 

2 

2 

100.0 

0.0 

PLCK-Boi 

ARTH 

567 

436 

76.9 

2.1 

PLCK-Boi 

FLOU 

1570 

1081 

68.9 

5.3 

PLCK-Bot 

GTOB 

18 

10 

55.6 

0.0 

PLOC-Bot 

OTHR 

1405 

1231 

87.6 

6.0 

PLCK-Bot 

PCOD 

11997 

4642 

38.7 

22.8 

PLCK-Bot 

PLCK 

85140 

7091 

8.3 

34.8 

PLCK-Boi 

POP 

97 

87 

89.7 

0.4 

PLCK-Boi 

RSOL 

6576 

5355 

81.4 

26.3 

PLCK-Boi 

SABL 

1 

0 

0.0 

0.0 

PLCK-Bot 

SCNO 

9 

7 

77.8 

0.0 

PLCK-Bot 

SQID 

36 

0 

0.0 

0.0 

PLCK-Bot 

YSOL 

530 

416 

78J 

2.0 

TOTAL 

107948 

20358 

18.9 

100.0 

SABL 
SABL 
SABL 
SABL 
SABL 
SABL 
SABL 


ARTH 
GTRB 
PLCK 
ROCK 
SABL 
SQID 
SRRE 


100.0 
100.0 
100.0 
100.0 
0.0 
100.0 
100.0 
74.3 


23.6 
36.4 
27.3 
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1993  Groundfish  Discards  by  Gear  and  Target  Species 

From  Blended  Data  Through  1 1/13/93 
Bering  Sea  and  Aleutian  Islands       


PLCX-Hfid 
PLCX-Nfid 
PLCK-Kfid 
PLCK-Kfid 
PLCK-Nfid 
PLCK-Vfid 
PLCK-Mid 
PLCK-Nfid 
PLCK-Mid 
PLCK-Mid 
PLCK-Mid 
PLCK-Vfid 
PLCK-Vfid 
PLCK-Mid 
PLCK-Vfid 


PCOD 
PCOD 
PCOD 
PCOD 
PCOD 
PCOD 
PCOD 
PCOD 
PCOD 
PCOD 
PCOD 
PCOD 
PCOD 
PCOD 
PCOD 
PCOD 


AMCK 

ARTH 

FLOU 

GTRB 

OTHR 

PCOD 

PLCK 

POP 

ROCK 

RSOL 

SCNO 

SQID 

SRRE 

SRSN 

YSOL 


AMCK 

ARTH 

FLOU 

GTRB 

OTHR 

PCOD 

PLCK 

POP 

ROCK 

RSOL 

SABL 

SCNO 

SQID 

SRRE 

SRSN 

YSOL 


TOTAL 
CATCH 


TOTAL 
DISCARD 


PERCENTAGE 
DISCARDED 


PERCENTAGE  OF 
TOTAL  DISCARD 


41 

519 

Z449 

64 

1593 

8236 

1188893 

200 

3 

2153 

20 


64 
1561 
6675 

38713 
194 


500 
53152 


97.6 
88.8 
93.9 

100.0 
98.0 
81.0 
3.3 
97.0 

100.0 
99.0 

100.0 
87.9 

100.0 

100.0 
95.6 
4.4 


3140 

2760 

87.9 

1752 

1671 

95.4 

2681 

2520 

94.0 

63 

41 

65.1 

2926 

2746 

93.8 

54775 

7006 

12.8 

29733 

27294 

91.8 

742 

447 

60.2 

26 

24 

92.3 

5735 

5171 

90.2 

3 

0 

0.0 

360 

265 

73.6 

4 

3 

75.0 

9 

9 

100.0 

17 

17 

100.0 

840 

837 

99.6 

102806 

50811 

49.4 

12.6 
728 


13.8 
53.7 
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1993  Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Daia  Through  1 1/13/93 

Gulf  of  Alaska 

GEAR 

TARGET 

SPECIES 

TOTAL 
CATCH 

TOTAL 
DISCARD 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

Trawl 

ROCK 

AMOC 

84 

38 

45.2 

0.6 

R0C3C 

ARTH 

1673 

1536 

91.8 

25.7 

ROCK 

OEMS 

173 

21 

12.1 

0.4 

ROCK 

DFLT 

196 

138 

70.4 

13 

ROCK 

FSOL 

24 

17 

70.8 

0.3 

ROCK 

NORK 

42S9 

805 

18.8 

13J 

ROCK 

OTHR 

307 

203 

66.1 

3.4 

ROCK 

PCOD 

288 

195 

67.7 

3.3 

ROCK 

PELS 

2518 

107 

4J 

1.8 

Ronc 

PICK 

130 

130 

100.0 

2.2 

ROCK 

POP 

1245 

985 

79.1 

16.5 

ROCK 

SARI. 

1037 

50 

4.8 

0.8 

ROCK 

SFLT 

15 

11 

73J 

0.2 

ROCK 

SLFR 

2961 

1632 

55.1 

27.3 

ROCK 

SRRE 

766 

73 

9J 

1.2 

ROCK 

THDS 

238 

40 

16.8 

0.7 

TOTAL 

15944 

5981 

37J 

100.0 

Triwl 

OTHR 

AMOK 

1718 

87 

5.1 

2.6 

OTHR 

ARTH 

662 

657 

99.2 

19.3 

OTHR 

DEMS 

66 

61 

92.4 

1.8 

OTHR 

DFLT 

140 

61 

43.6 

1.8 

OTHR 

FSOL 

312 

53 

17.0 

1.6 

OTHR 

NORK 

464 

412 

88.8 

12.1 

OTHR 

OTHR 

5146 

397 

7.7 

11.6 

OTHR 

PCOD 

546 

339 

62.1 

9.9 

oniR 

PELS 

370 

290 

78.4 

8.5 

OTHR 

PLCK 

64 

6: 

95.3 

1.8 

OTHR 

POP 

325 

282 

86.8 

8.3 

OTHR 

SABL 

121 

9 

7.4 

0.3 

OTHR 

SFLT 

60 

41 

68.3 

1.2 

OTHR 

SLPR 

1644 

598 

36.4 

17.5 

OTHR 

SRRE 

43 

12 

27.9 

0.4 

OIHR 

THDS 

72 

49 

68.1 

1.4 

TOTAL 

11753 

3409 

29.0 

100.0 
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1993  Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Data  Through  1 1/13/93 

Gulf  of  Alaska 

GEAR 

TARGET 

SPECIES 

TOTAL 
CATCH 

TOTAL 
DISCARD 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

Trawl 

DFLT 

ARTH 

7095 

7012 

98J 

70.9 

WLT 

C£MS 

9 

4 

44^ 

0.0 

E»=LT 

DFLT 

4S21 

546 

IZl 

5S 

MT-T 

FSOL 

895 

350 

39.1 

3J 

DFLT 

NORK 

2 

1 

SOX) 

0.0 

im,T 

OTHR 

545 

536 

983 

5.4 

DFLT 

PCOD 

1104 

491 

44.5 

5.0 

DFLT 

PELS 

17 

12 

706 

ai 

DFLT 

PLC3C 

298 

284 

9i3 

2.9 

DFLT 

POP 

222 

112 

50J 

1.1 

DFLT 

SABL 

698 

236 

33.8 

2.4 

ra=LT 

SFLT 

386 

88 

2X8 

0.9 

DFLT 

SLPR 

167 

163 

97.6 

1.6 

DFLT 

SRK£ 

219 

22 

10.0 

02 

DFLT 

THDS 

200 

30 

15.0 

0.3 

TOTAL 

16378 

9887 

60.4 

100.0 

Trawl 

SFLT 

AMCK 

4 

4 

100.0 

0.1 

SFLT 

ARTH 

2501 

2385 

95.4 

37.9 

SFLT 

OEMS 

1 

1 

100.0 

0.0 

SFLT 

DFLT 

634 

135 

21.3 

2.1 

SFLT 

FSOL 

858 

214 

24.9 

3.4 

SFLT 

NORK 

15 

5 

33.3 

0.1 

SFLT 

OTHR 

708 

704 

99.4 

11.2 

SFLT 

PCOD 

1775 

868 

48.9 

13.8 

SFLT 

PELS 

21 

14 

66.7 

0.2 

SFLT 

PLCK 

578 

386 

66.8 

6.1 

SFLT 

POP 

35 

33 

94J 

OJ 

SFLT 

SABL 

160 

47 

29.4 

0.7 

SFLT 

SFLT 

5240 

1J55 

25.9 

21.5 

SFLT 

SLPR 

7 

7 

100.0 

0.1 

SFLT 

SRRE 

109 

97 

89.0 

IS 

SFLT 

THDS 

73 

35 

47.9 

0.6 

TOTAL 

12719 

6290 

49J 

100.0 
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1993 

Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Data  Through  1 1/13/93 

Gulf  of  Alaska 

GEAR 

TARGET 

SPECIES 

TOTAL 
CATCH 

TOTAL 
DISCARD 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

Trawl 

PLCK-Boi 

ARTH 

573 

573 

100.0 

11.2 

PLCK-Bot 

DFLT 

347 

102 

29.4 

2.0 

PLCK-Boi 

FSOL 

347 

87 

25.1 

1.7 

PLCK-Bot 

NORK 

1 

0 

0.0 

0.0 

PLCK-Boi 

OTHR 

549 

548 

99.8 

10.7 

PLCK-Bot 

PCOD 

2446 

1225 

50.1 

24.0 

PLCK-Bot 

PLCK 

1S533 

1741 

9.4 

34.1 

PLCK-Boi 

POP 

17 

8 

47.1 

0.2 

PLCK-Bot 

RSOL 

546 

546 

100.0 

10.7 

PLCK-Bot 

SABL 

107 

9 

8.4 

0.2 

PLCK-Bot 

SFLT 

935 

259 

27.7 

5.1 

PLCK-Boi 

SLPR 

2 

2 

100.0 

0.0 

PLCK-Bot 

SRRE 

17 

2 

11.8 

0.0 

PLCK-Bot 

THDS 

11 

4 

36.4 

0.1 

TOTAL 

24431 

5106 

20.9 

100.0 

Trawl 

PCOD 

ARTH 

2167 

2166 

100.0 

34.8 

PCOD 

DEMS 

5 

5 

100.0 

0.1 

PCOD 

DFLT 

126 

34 

27.0 

OJ 

PCOD 

FSOL 

221 

130 

58.8 

2.1 

PCOD 

NORK 

6 

3 

50.0 

0.0 

PCOD 

OTHR 

453 

450 

99.3 

7.2 

PCOD 

PCOD 

30709 

1388 

4J 

22.3 

PCOD 

PELS 

57 

54 

94.7 

0.9 

PCOD 

PLCK 

2253 

963 

42.7 

15J 

PCOD 

POP 

26 

23 

88.5 

0.4 

PCOD 

SABL 

64 

20 

31.3 

0.3 

PCOD 

SFLT 

1202 

700 

58.2 

11.2 

PCOD 

SLPR 

280 

279 

99.6 

4.5 

PCOD 

SRRE 

12 

4 

33.3 

0.1 

PCOD 

THDS 

15 

6 

40.0 

0.1 

TOTAL 

375% 

6225 

16.6 

100.0 
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1993  Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Data  -nmnigh  1 1/13/93 

Gulf  of  Alaska 

GEAR 

TAKGET 

SPECIES 

TOTAL 
CATCH 

TOTAL 
DISCARD 

PERCENTAGE 
DISCARDED 

PERCE^^■AGE  OF 
TOTAL  DISCARD 

Tnwl 

PLCK-Kfid 

AMOC 

2 

2 

lOOO 

ObO 

FLCKkfid 

ARTTJ 

MS 

256 

»J 

4.9 

PLOC-Md 

DFLT 

5 

2 

400 

OO 

PLCK-Kfid 

FSOL 

16 

14 

87J 

03 

PLCK-Nfid 

NORK 

7 

0 

0.0 

OO 

PLCK-N&) 

OTHR 

346 

342 

9L8 

6.6 

PLCX-VM 

PCOD 

499 

308 

61.7 

5.9 

PLOC-Ned 

PELS 

2 

2 

lOOX) 

OO 

PLCK-Md 

PLCK 

8621S 

4246 

4.9 

tlJ 

PLCK-Vfid 

POP 

1 

0 

OjO 

OO 

PLCK-Hfid 

SABL 

16 

1 

63 

OO 

PLOC-Vfid 

SFLT 

103 

38 

36.9 

07 

PLCK-\fid 

SRRE 

10 

9- 

— 

90.0 

0.2 

PLCK-N6d 

THDS 

1 

0 

0.0 

0.0 

TOTAL 

87508 

5220 

6.0 

100.0 

Trawl 

ARTH 

ARTH 

1717 

691 

402 

68.7 

ARTH 

OEMS 

2 

I 

5O0 

Ol 

ARTH 

DFLT 

97 

33 

J4j0 

33 

ARTH 

FSOL 

55 

28 

509 

2.8 

ARTH 

NORK 

1 

1 

ICOX) 

Ol 

ARTH 

OTHR 

73 

68 

932 

6.8 

ARTH 

PCOD 

114 

20 

17J 

2.0 

ARTH 

PELS 

24 

5 

208 

OJ 

ARTH 

PLCK 

39 

37 

94.9 

3.7 

ARTH 

POP 

56 

41 

132 

4.1 

ARTH 

SABL 

90 

20 

222 

2.0 

ARTH 

SFLT 

6 

1 

16.7 

Ol 

ARTH 

SLPR 

24 

22 

91.7 

2.2 

ARTH 

SRRE 

70 

34 

48.6 

3.4 

ARTH 

THDS 

25 

4 

16.0 

0.4 

TOTAL 

2393 

1006 

42.0 

100.0 
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1993  Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Daia  Through  1 1/13/93 

Bering  Sea  and  Aleutian  Islands 

GEAR 

TARGET 

SPECIES 

TOTAL 
CATCH 

TOTAL 
DISCARD 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

Hook  md  Line 

PCOD 

AMCK 

21 

17 

81.0 

O.I 

PCOD 

ARIK 

747 

6«l 

88J 

4.7 

FCOD 

HjOU 

206 

197 

95.6 

1.4 

FOOD 

crniB 

203 

65 

32.0 

OJ 

POOD 

oiwt 

S079 

7037 

87.1 

49.7 

POOD 

POOD 

65609 

4145 

6J 

29J 

KCO 

PUX 

2063 

1809 

87.7 

12J 

PUX) 

POP 

7 

5 

71.4 

ao 

FCOD 

ROCK 

51 

34 

66.7 

02 

PCOD 

RSOL 

19 

18 

94.7 

0.1 

POOD 

SARI, 

74 

12 

16.2 

0.1 

PCOD 

SCNO 

21 

18 

85.7 

0.1 

PCOD 

SRRE 

196 

140 

71.4 

1.0 

PCOD 

SRSN 

10 

3 

30.0 

0.0 

PCOD 

YSOL 

5 

5 

100.0 

0.0 

TOTAL 

77311 

14166 

18J 

100.0 

Hook  md  Line 

ROCK 

AR-m 

13 

13 

100.0 

20.0 

ROCK 

GIKB 

14 

1 

57.1 

12J 

Ronc 

umR 

6 

6 

100.0 

9.2 

ROCK 

FCOD 

19 

14 

73.7 

lis 

ROCK 

PUX 

I 

1 

100.0 

1.5 

ROCK 

POP 

1 

1 

100.0 

IJ 

ROCK 

ROCK 

49 

8 

I6J 

12J 

ROCK 

SABL 

22 

2 

9.1 

3.1 

ROCK 

SCNO 

1 

1 

100.0 

IJ 

ROCK 

SRRE 

2S 

11 

44.0 

16.9 

ROCK 

SRSN 

4 

0 

0.0 

0.0 

TOTAL 

155 

65 

41.9 

100.0 

Hook  and  Line 

SABL 

ARTH 

172 

170 

98.8 

13  1 

SABL 

FLOU 

1 

1 

100.0 

0.1 

SABL 

GTRB 

1035 

800 

77.3 

61.6 

SABL 

OTHR 

183 

179 

97.8 

13.8 

SABL 

PCOD 

32 

15 

46.9 

1.2 

.SARI, 

POP 

2 

2 

100.0 

0.2 

SAN. 

ROCK 

268 

25 

9J 

1.9 

SABL 

SABI, 

1903 

22 

1.2 

1.7 

SABL 

SCNO 

4 

0 

0.0 

0.0 

SABL 

SRRR 

101 

83 

82.2 

6.4 

SABL 

SRSN 

1 

1 

100.0 

0.1 

SABL 

THDS 

I 

1 

100.0 

0.1 

TOTAL 

3703 

1299 

35.1 

100.0 
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1993  Groundfish  Discards  by  Gear  and  Target 

Species 

•  From  Blended  Data  Through  1 1/13/93 

Bering  Sea  and  Aleutian  Islands 

GEAR 

TARGET 

SPECIES 

TOTAL 
CATCH 

TOTAL 
DISCARD 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

Hook  and  Line 

GlUB 

ARTH 

555 

4«9 

US 

31.9 

GIKB 

FLOU 

102 

100 

98.0 

6.t 

GTRB 

GTRB 

5995 

326 

5.4 

22.1 

GIKB 

OTHR 

530 

493 

93.0 

33J 

GTRB 

PCOD 

113 

27 

23.9 

1.8 

GTRB 

PLCK 

5 

1 

20.0 

0.1 

GTRB 

POP 

1 

0 

0.0 

0.0 

GTRB 

ROCX 

76 

3 

3.9 

0.2 

GTRB 

SABL 

573 

10 

1.7 

0.7 

GTRB 

SRRE 

100 

42 

42.0 

2.9 

GTRB 

SRSN 

97 

1 

1.0 

0.1 

TOTAL 

8147 

1472 

18.1 

100.0 
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1993  Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Data  Through  1 1/13/93 

Gulf  of  Alaska 

GEAR 

TARGET 

SPECIES 

TOTAL 
CATCH 

TOTAL 
DISCARD 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

Hook  and  Line 

PCOD 

ARTH 

144 

144 

100.0 

14.0 

PCOD 

OEMS 

34 

3 

8.8 

0.3 

PCOD 

oniR 

648 

646 

99.7 

62.9 

FCOO 

VCOD 

8188 

204 

2J 

19.9 

VOX) 

PELS 

3 

0 

0.0 

0.0 

PCOD 

PLCS 

27 

24 

88.9 

2.3 

PCOD 

SABL 

29 

4 

13.8 

0.4 

PCOD 

SH.T 

1 

1 

100.0 

0.1 

PCOD 

SLFR 

3 

0 

0.0 

0.0 

PCOD 

SRRE 

11 

1 

9.1 

0.1 

PCOD 

THDS 

3 

0 

0.0 

0.0 

TOTAL 

9091 

1027 

IIJ 

100.0 

Hook  and  Line 

ROCK 

ARTH 

2 

2 

100.0 

5.0 

ROCK 

CEMS 

538 

8 

1.5 

20.0 

ROCK 

OTHR 

13 

12 

92.3 

30.0 

ROCK 

PCOD 

37 

5 

I3J 

12J 

ROCK 

PELS 

65 

0 

0.0 

0.0 

ROCK 

POP 

1 

0 

0.0 

0.0 

ROCK 

SAN. 

39 

13 

33J 

32J 

ROCK 

SFLT 

2 

0 

0.0 

0.0 

ROCK 

SLFR 

6 

0 

0.0 

0.0 

ROCK 

SRRE 

34 

0 

0.0 

0.0 

ROCK 

THDS 

5 

0 

0.0 

0.0 

TOTAL 

742 

40 

5.4 

100.0 

Hook  and  Line 

SABL 

ARTH 

1726 

1693 

98.1 

31.5 

SARI. 

OEMS 

90 

18 

20.0 

0.3 

SABL 

DFLT 

53 

50 

94.3 

0.9 

SARI, 

FSOL 

1 

0 

0.0 

0.0 

SABL 

GIKB 

1036 

1036 

100.0 

19.3 

SABL 

NORK 

5 

0 

0.0 

0.0 

SARL 

onm 

1113 

1095 

98.4 

20.4 

SABL 

PCOD 

667 

484 

726 

9.0 

SABL 

PELS 

8 

0 

0.0 

0.0 

SABL 

PLCK 

2 

2 

loao 

0.0 

SABL 

POP 

2 

0 

0.0 

0.0 

SABI. 

ROCK 

83 

83 

100.0 

1.5 

SABL 

SABL 

22001 

358 

1.6 

6.7 

SABI. 

SRT 

3 

3 

100.0 

0.1 

SABL 

SLFR 

5 

5 

100.0 

0.1 

SAM. 

SRRE 

594 

243 

40.9 

4J 

SABL 

THDS 

688 

305 

44.3 

5.7 

TOTAL 

28077 

5375 

19.1 

100.0 
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1993  Groundfish  Discards  by 

Gear  and 

Target  Species 

•  From  Blended  Data  Through  1 1/13/93 

Bering 

Sea  and  Aleutian  Islands 

GEAR 

TARGCT 

SPECIES 

TOTAL 
CATCH 

TOTAL 
DISCARD 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

«g 

PCOD 

PCOD 

35 

0 

0.0 

0.0 

TOTAL 

35 

0 

0.0 

0 

Pol 

PCOD 

AMCK 

3 

3 

100.0 

3.7 

PCOD 

OTHR 

46 

44 

95.7 

54.3 

PCOD 

PCOD 

2098 

25 

1.2 

30.9 

PCOD 

PLCK 

2 

2 

100.0 

2J 

PCOD 

YSOL 

7 

7 

10O.O 

8.6 

TOTAL 

2156 

81 

3.8 

100.0 

1993  Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Data  Through  1 1/13/93 

Gulf  of  Alaska 

GEAR 

TARGET 

SPECIES 

TOTAL 
CATCH 

TOTAL 
DISCARI 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

H 

PCOD 

DBMS 

1 

0 

0.0 

0.0 

PCOD 

PCOD 

5 

0 

0.0 

0.0 

PCOD 

PELS 

1 

0 

0.0 

0.0 

PCOD 

SLPR 

1 

0 

0.0 

0.0 

TOTAL 

8 

0 

0.0 

0.0 

J'g 

ROCK 

DEMS 

11 

1 

9.1 

100.0 

ROCK 

PCOD 

2 

0 

0.0 

0.0 

ROCK 

PELS 

101 

0 

0.0 

0.0 

ROCK 

SLPR 

1 

0 

0.0 

0.0 

TOTAL 

115 

1 

0.9 

100.0 

Pot 

PCOD 

ARTH 

3 

3 

100.0 

1.3 

PCOD 

OTHR 

196 

124 

63.3 

54.6 

PCOD 

PCOD 

9708 

81 

0.8 

35.7 

PCOD 

PLCK 

14 

14 

100.0 

6.2 

PCOD 

SFLT 

5 

5 

100.0 

2.2 

TOTAL 

9926 

227 

2.3 

100.0 
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Code  Table 

TARGET  CODB  Species  or  Species  Group                            | 

AMCK 

Atka  Mackerel 

ARTH 

Arrowtooth  Ftounder 

RSOL/OFLAT 

Rock  Sole  &  Other  Flatfish 

GTRB 

Greenland  Turbot 

ROCK 

Rockfish 

PCOD 

Paciflc  Cod 

PLCK-Mid 

Mid  water  Poltock 

PLCK-Bot 

Bottom  Pollock 

SABL 

Sablefisb 

YSOL 

Yellowfin  Sole 

DFLT 

Deepwater  Flatfish 

SFLT 

Shallowwater  Flatfish 

OTHR 

Other  Species 

SPECIES  CODE  Species  or  Species  Group                            | 

AMCK 

Atka  Mackerel 

ARTH 

Arrowtooth  Flounder 

DEMS 

Demersal  Shelf  Rockflsh 

FLOU 

Other  Flatfish 

FSOL 

Flathead  Sole 

GTRB 

Greenland  Turbot 

NORK 

Northern  Rockfish 

OTHR 

Other  Species 

PCOD 

Pacific  Cod 

PELS 

Pelagic  Shelf  Rockfish 

PLCK 

Poltock 

POP 

Pacific  Ocean  Perch 

ROCK 

Other  Rockfish 

RSOL 

Rock  Sole 

SABL 

Sablefisb 

SCNO 

Sharpchin  &  Northern  Rockfish 

SLPR 

Slope  Rockfish 

SQED 

Squid 

SRRE 

Shortraker  &  Rougheye  Rockfish 

SRSN 

Shortraker,  Rougheye,  Sharpchin, 

&  Northern  Rockfish 

THDS 

Thomyheads 

YSOL 

Yellowfin  Sole 
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1992  Groundfish  Discards  by  Gear  and  Target  Species                agenda  d  2(b)(1) 

•From  Blended  Data                                                                                                                               JA>aJARY  1994 

Bering  Sea  and  Aleutian  Islands 

TOTAL  CATCH 

TOTAL  DISCARD 

PERCENTAGE 

PERCENTAGE  OF 

AR 

TARGETT 

SPECIES 

(MT) 

(MT) 

DISCARDED 

TOTAL  DISCARD 

Hook  and  Line 

PCOD 

AMCK 

57 

31 

54.4 

017 

PCOD 

ARTO 

1671 

1611 

96.4 

8.79 

PCOD 

FLOU 

279 

261 

93J 

1.42 

PCOD 

GTUB 

577 

460 

79.7 

2.51 

PCOD 

OTUR 

11259 

10459 

92.9 

57.04 

PCOD 

PCOD 

101710 

1866 

1.8 

10.18 

PCOD 

PLCK 

3222 

3116 

96.7 

16.99 

PCOD 

POT 

114 

98 

86.0 

0.53 

PCOD 

ROCK 

199 

46 

23.1 

0,25 

PCOD 

RSOL 

28 

25 

89.3 

0.14 

PCOD 

SABL 

179 

20 

U2 

0.11 

PCOD 

SCNO 

45 

39 

86.7 

021 

PCOD 

SRRE 

462 

215 

46J 

1.17 

PCOD 

YSOL 

91 

90 

98.9 

049 

TOTAL 

119893 

18337 

15.3 

100.00 

Hook  and  Line 

SABL 

ARTH 

268 

265 

98.9 

14.20 

SABL 

FLOU 

1 

1 

100.0 

0.05 

SABL 

GTKB 

1445 

1256 

86.9 

67.31 

SABL 

OTHR 

146 

144 

98.6 

7.72 

SABL 

PCOD 

139 

100 

71.9 

536 

SABL 

PLCK 

1 

1 

100.0 

0.05 

SABL 

ROCK 

225 

30 

13.3 

1.61 

SABL 

SABL 

1807 

19 

I.I 

1.02 

SABL 

SCNO 

3 

2 

66.7 

0,11 

SABL 

SRRE 

30 

24 

80.0 

1.29 

SABL 

SRSN 

16 

9 

56.3 

0.48 

SABL 

THDS 

30 

15 

50.0 

080 

TOTAL 

jni 

1866 

45.4 

100.00 

Hook  and  Line 

GTRB 

ARTH 

4 

4 

100.0 

14.29 

GTRB 

GTRB 

75 

13 

17.3 

46.43 

GTRB 

OTHR 

10 

10 

100.0 

35.71 

GTRB 

PCOD 

12 

0 

0.0 

0.00 

GTRB 

ROCK 

2 

0 

OO 

0.00 

GTRB 

SABL 

28 

0 

OO 

0.00 

GTRB 

SRRE 

2 

1 

50.0 

3J7 

TOTAL 

133 

28 

21.1 

100.00 
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1992  Groundflsh  Discards  by  Gear  and  Target  Species 

•  From  Blended  Data 

Bering  Sea  and  Aleutian  Islands 


GEAR 

TARGET 

SPECIES 

TOTAL  CATCH 

(MT) 

TOTAL  DISCARD 

(MT) 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

Pol 

PCOD 

AMCK 

12 

12 

100.0 

U9 

PCOD 

ARTH 

3 

3 

100.0 

0.40 

PCOD 

FLOU 

1 

I 

100.0 

0.13 

PCOD 

GIKB 

9 

9 

100.0 

1.19 

PCOD 

OTHR 

670 

591 

U.2 

78J8 

PCOD 

PCOD 

13680 

103 

0.8 

13.64 

PCOD 

PLCK 

7 

100.0 

0.93 

PCOD 

ROCK 

2 

100.0 

0.26 

PCOD 

RSOL 

2 

100.0 

0.26 

PCOD 

SABL 

13 

0 

0.0 

0.00 

PCOD 

SCNO 

1 

100.0 

0.13 

PCOD 

YSOL 

24 

24 

100.0 

3.18 

TOTAL 

14424 

755 

5.2 

100.00 

1992  Groundflsh  Discards 

by  Gear  and  Target  Species 

*  From  Blended  Data 

Gulf  of  Alaska 

GEAR 

TARGET 

SPEC^              ™---- 

TOTAL  DISCARD 

(MT) 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

)>g 

PCOD 

PCOD 

154 

0 

0.0 

aoo 

PCOD 

PELS 

3 

0 

0.0 

0.00 

TOTAL 

157 

0 

0.0 

0.00 

Pol 

PCOD 

ARTH 

1 

1 

100.0 

0.39 

PCOD 

OTHR 

174 

98 

56.3 

37,84 

PCOD 

PCOD 

9984 

158 

1.6 

61.00 

PCOD 

PLCK 

2 

1 

50.0 

0.39 

PCOD 

SFLT 

1 

I 

100.0 

0.39 

PCOD 

SRRE 

1 

0 

0.0 

0.00 

TOTAL 

10163 

259 

2J 

100.00 
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1992  Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Data 

ulf  of  Alaska 

GEAR 

TARGET 

SPECIES 

TOTAL  CATCH 

(MT) 

TOTAL  DISCARD           PERCENTAGE 
(MT)                       DISCARDED 

PERCENTAGE  OP 
TOTAL  DISCARD 

Hook  and  Line 

PCOD 

AMCX 

1 

1 

100.0 

0.08 

PCOD 

ARTH 

209 

208 

99J 

I7J5 

PCOD 

OEMS 

49 

3 

6.1 

0.25 

PCOD 

DFLT 

3 

1 

33J 

0.08 

PCOD 

FSOL 

3 

3 

loao 

0J5 

PCOD 

GTOB 

13 

13 

100.0 

1.08 

PCOD 

OTHR 

618 

610 

98.7 

50.88 

PCOD 

PCOD 

14891 

194 

1.3 

16.18 

PCOD 

PELS 

17 

4 

23J 

0.33 

PCOD 

PLCK 

60 

51 

85.0 

4J5 

PCOD 

ROCK 

1 

1 

100.0 

0.08 

PCOD 

SABL 

138 

81 

58.7 

6.76 

PCOD 

SFLT 

10 

10 

100.0 

0.83 

PCOD 

SLPR 

7 

0 

0.0 

0.00 

PCOD 

SRRE 

M 

14 

70.0 

1.17 

PCOD 

THDS 

24 

5 

20.8 

0.42 

TOTAL 

16064 

1199 

IS 

100.00 

Hook  ind  Line 

ROCK 

ARTH 

3 

3 

100.0 

16.67 

ROCK 

OEMS 

516 

0 

0.0 

0.00 

ROCK 

OTHR 

4 

2 

50.0 

11.11 

ROCK 

PCOD 

56 

2 

3.6 

11.11 

ROCK 

PELS 

106 

0 

0.0 

0.00 

ROCK 

SABL 

44 

10 

2Z7 

5SJ6 

ROCK 

SLPR 

10 

0 

0.0 

0.00 

ROCK 

SRRE 

98 

1 

1.0 

5.56 

ROCK 

THDS 

9 

0 

0.0 

0.00 

TOTAL 

846 

18 

2.1 

100.00 

Hook  ind  Line 

SABL 

ARTH 

1266 

1259 

99.4 

19.23 

SABL 

OEMS 

213 

6 

2.8 

0.09 

SABL 

DFLT 

61 

41 

612 

0.63 

SABL 

FSOL 

3 

3 

100.0 

0.05 

SABL 

GTTIB 

3176 

3176 

100.0 

48.51 

SABL 

OTHR 

815 

813 

99.8 

12.42 

SABL 

PCOD 

510 

335 

65.7 

5.12 

SABL 

PELS 

45 

0 

0.0 

0.00 

SABL 

PLCK 

13 

13 

100.0 

0.20 

SABL 

POP 

6 

0 

0.0 

000 

SABL 

ROCK 

11 

2 

18.2 

0.03 

SABL 

SABL 

20477 

287 

1.4 

4.38 

SABL 

SFLT 

1 

1 

100.0 

0.02 

SABL 

SLPR 

57 

0 

0.0 

0.00 

1 

SABL 

SRRE 

545 

286 

52J 

4.37 

1 

SABL 

THDS 

830 

325 

39.2 

4% 

Itotal 

28029 

6547 

23.4 

lOO.OO 

153 


1992  Groundflsh  Discards  by  Gear  and  Target  Species 

•  From  Blended  Dau 

Bering 

Sea  and  Aleutian  Islands 

GEAR 

TARGET 

SPECIES 

TOTAL CATCH 

(MT) 

TOTAL  DISCARD 

(MT) 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

Tnwf 

PLCK-Mid 

AMCK 

242 

,/ 
/ 

219 

90.5 

OJl 

PLCK-Mid 

ARTH 

Z79S 

2633 

94.2 

ISl 

PLCaC-Mu) 

FLOU 

S627 

5063 

90.0 

4.85 

PLCK-MkI 

FSOL 

1 

I 

100.0 

0.00 

PLCK-Miil 

GTCB 

2SI 

187 

74J 

0.18 

PLCK-Mid 

OTHR 

3361 

3190 

94.9 

3.05 

PLCK-Mid 

PCOD 

13492 

8638 

64.2 

8.28 

PLCK-Mid 

PLOC 

1295473 

80653 

6.2 

77.15 

PLCK-Mid 

POP 

I6S 

145 

87.9 

0.14 

PLCK-Mid 

ROCK 

20 

17 

85.0 

0.02 

PLCK-Mid 

RSOL 

3268 

3061 

93.7 

2.93 

PLCK-Mid 

SABL 

8 

4 

50J) 

0.00 

PLCK-Mid 

SCNO 

9 

8 

88.9 

0.01 

PLCK-V6d 

SQID 

798 

505 

63.3 

0.48 

PLCK-NCd 

SRRE 

9 

9 

100.0 

0.01 

PLCK-Mid 

SRSN 

2 

1 

50.0 

0.00 

PLCK-Mid 

YSOL 

186 

176 

94.6 

0.17 

rOTAL 

1325710 

104534 

7.9 

100.00 
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1992  Groundflsh  Discards  by  Gear  and  Target  Species 

•  From  Blended  Data 

ring 

Sea  and  Aleutian  Islands 

GEAR 

TARGFT 

SPECIES 

TOTAL  CATCH 

(MT) 

TOTAL  DISCARD            PERCENTAGE 
(MT)                       DISCARDED 

PERCENTAGE  OP 
TOTAL  DISCARD 

Tnwl 

AMCK 

AMCK 

43844 

6375 

14  J 

63.99 

AMCK 

ARTH 

M5 

19* 

95.6 

1.97 

AMCK 

FLOU 

39 

29 

74.4 

0.29 

AMCK 

GTRB 

34 

11 

324 

0.11 

AMCK 

OTHR 

191 

191 

100.0 

1.92 

AMCK 

PCOD 

3390 

861 

25.4 

8.64 

AMCK 

PLCK 

S<6 

299 

528 

3.00 

AMCK 

POP 

1923 

808 

420 

8.11 

AMCK 

ROCK 

141 

107 

75.9 

1.07 

AMCK 

RSOL 

44 

33 

75.0 

0J3 

AMCK 

SABL 

5 

0 

0.0 

0.00 

AMCK 

SCNO 

1143 

1017 

89.0 

10.21 

AMCK 

SQID 

2 

2 

100.0 

0.02 

AMCK 

SRRE 

194 

30 

15J 

0.30 

AMCK 

SRSN 

4 

3 

75.0 

0.03 

TOTAL 

51725 

9962 

19J 

100.00 

Trawl 

PLCKBol 

AMCK 

19 

2 

10.5 

0.01 

PLCK 

Bol 

ARTH 

1275 

1002 

78.6 

5.16 

PLCK 

Bol 

FLOU 

2959 

2445 

816 

12J8 

PLCK 

Bol 

FSOL 

9 

9 

100.0 

0.05 

PLCK 

Bol 

GTRB 

57 

44 

77.2 

0.23 

PLCK 

Bol 

OTHR 

1709 

1432 

83.8 

7.37 

PLCK 

Boi 

PCOD 

9«93 

1409 

14  J 

7.25 

PLCK 

Bol 

PLCK 

96582 

10139 

lOJ 

5219 

PLCK 

Bol 

POP 

8 

5 

62J 

0.03 

PLCK 

Bol 

ROCK 

393 

3 

0.8 

0.02 

PLCK 

Boi 

RSOL 

3715 

2424 

65.2 

12.48 

PLCK 

Bol 

SCNO 

11 

1 

9.1 

0.01 

PLCK 

Boi 

SQID 

52 

8 

15.4 

0.04 

PLCK 

Bol 

YSOL 

653 

505 

77.3 

260 

TOTAL 

117135 

19428 

16.6 

100.00 

Tnwl 

YSOL 

AMCK 

1 

1 

100.0 

0.00 

YSOL 

ARTH 

437 

418 

95.7 

0.48 

YSOL 

FLOU 

17115 

14311 

83.6 

16J7 

YSOL 

GTRB 

1 

1 

100.0 

0.00 

YSOL 

OTHR 

7924 

7640 

96.4 

8.85 

YSOL 

PCOD 

8539 

4650 

54.5 

5.38 

YSOL 

PLCK 

12804 

11053 

86.3 

12.80 

YSOL 

RSOL 

14462 

9964 

689 

11.54 

YSOL 

YSOL 

138009 

38314 

27.8 

44.37 

TAL 

199292 

86352 

43.3 

100.00 
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1992  Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Data 

Bering  Sea  and  Aleutian  Islands 


TOTAL  CATCH    TOTAL  DISCARD 

(MT)  (NfT) 


PERCENTAGE 
DISCARDED 


PERCENTAGE  OF 
TOTAL  DISCARD 


PCOD 

AMOC 

PCOD 

ARTH 

PCOD 

FLOU 

PCOD 

FSOL 

PCOD 

GIKB 

PCOD 

OTOR 

PCOD 

PCOD 

PCOD 

PLCK 

PCOD 

POP 

PCOD 

ROCK 

PCOD 

RSOL 

PCOD 

SABL 

PCOD 

SCNO 

PCOD 

SQID 

PCOD 

SRRE 

PCOD 

SRSN 

PCOD 

YSOL 

3071 
286S 
2379 


216! 
2724 
2045 


29«9 

2865 

47913 

3343 

16«n 

13936 

86.0 
100.0 
8Z7 
95.9 
7.0 
83.9 
46.8 
962 
68.0 
lOO 
85.9 
100.0 


8.91 
6.69 
0.06 
072 
9.37 
10.94 
45J9 
094 
0.25 
7.79 
0.00 
1.06 
0.04 
O02 


PCOD 

SRSN 

55 

45 

81.8 

0.15 

PCOD 

YSOL 

276 

274 

99.3 

090 

TOTAL 

80888 

30571 

37.8 

100.00 

Tra«l 

RSOL/OFLAT 

AMCK 

10 

3 

30.0 

0.01 

RSGLOFLAT 

ARTH 

770 

768 

99.7 

2.06 

RSOUOFLAT 

ROU 

6067 

4277 

70.5 

11,47 

RSOUOFLAT 

GTRB 

4 

0 

0.0 

0.00 

RSOUOFLAT 

OTHR 

3531 

3484 

98.7 

9.34 

RSOLA3FLAT 

PCOD 

5766 

2472 

42.9 

6.63 

RSOUOFLAT 

PLCK 

11346 

10173 

89.7 

27.29 

RSOUOFLAT 

POP 

22 

22 

100.0 

O06 

RSOUOFLAT 

RSOL 

26843 

12686 

47.3 

34.03 

RSOUOaAT 

YSOL 

7539 

3398 

45.1 

9.11 

TOTAL 

61898 

37283 

60.2 

1..99J??., 

Trawl 

ROCK 

AMCK 

2164 

806 

37.2 

14,01 

ROCK 

ARTH 

1556 

1543 

99.2 

26,82 

ROCK 

FLOU 

243 

122 

50.2 

2,12 

ROCK 

GTOB 

220 

33 

15.0 

0,57 

ROCK 

OTHR 

537 

530 

98.7 

9,21 

ROCK 

PCOD 

1241 

330 

26.6 

5.74 

ROCK 

PLCK 

1338 

1239 

92.6 

21,53 

ROCK 

POP 

10708 

743 

6.9 

12,91 

ROCK 

ROCK 

133 

104 

78,2 

1,81 

ROCK 

RSOL 

61 

40 

656 

070 

ROCK 

SABL 

25 

2 

80 

0.03 

ROCK 

SCNO 

273 

156 

57.1 

2,71 

ROCK 

SQID 

14 

14 

100.0 

0,24 

ROCK 

SRRE 

766 

66 

8.6 

1,15 

TOTAL 

ROCK 

SRSN 

65 
19344 

26 

5754 

40.0 
29,7 

0  45 
inooo 

77-904  0-94-6 
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1992  Groundfish  Discards  by 

Gear  and  Target  Species 

•  From  Blended  Data 

""ilf  of  Alaska 

TOTAL  CATCH 

TOTAL  DISCARD           PERCENTAGE 

PERCENTAGE  OF 

GEAR 

TARGET 

SPECIES 

(MT) 

(*rr) 

DISCARDED 

TOTAL  DISCARD 

Trawl 

PLCKBol 

ARTH 

692 

681 

98.4 

24.18 

PLCK 

Bol 

OEMS 

2 

2 

100.0 

0.07 

PLCK 

Boi 

DFLT 

255 

39 

15J 

1.38 

PLCK 

Bol 

FLOU 

1 

1 

100.0 

0.04 

PLCK 

Bol 

FSOL 

115 

43 

232 

1J3 

PLCK 

Bot 

GTRB 

1 

1 

lOO.O 

004 

PLCK 

Boi 

OTHR 

150 

146 

97.3 

5.18 

PLCK 

Boi 

PCOD 

791 

69 

8.7 

2.45 

PLCK 

Bet 

PELS 

8 

2 

25.0 

0.07 

PLCK 

Boi 

PLCK 

2(M43 

1629 

7.8 

57.85 

PLCK 

Boi 

POP 

102 

97 

95.1 

3.44 

PLCK 

Boi 

ROCK 

1 

1 

100.0 

0.04 

PLCK 

Boi 

SABL 

66 

10 

15J 

0.36 

PLCK 

Boi 

SFLT 

301 

86 

27.9 

3.05 

PLCK 

Boi 

SLPR 

( 

5 

62J 

018 

PLCK 

Boi 

SQID 

3 

1 

33.3 

0.04 

PLCK 

Bol 

SRRE 

9 

2 

22J 

0.07 

PLCK 

Boi 

THDS 

12 

1 

8.3 

0.04 

TOTAL 

23437 

2816 

12.0 

100.00 

.rawl 

PCOD 

AMOC 

3 

1 

33.3 

0.01 

PCOD 

ARTH 

2303 

2276 

98.8 

15.29 

PCOD 

DBMS 

12 

9 

75.0 

0.06 

PCOD 

DFLT 

412 

60 

14.6 

0.40 

PCOD 

FLOU 

507 

507 

100.0 

3.41 

PCOD 

FSOL 

470 

201 

42.8 

1.35 

PCOD 

OTHR 

1281 

1279 

99.8 

8.59 

PCOD 

PCOD 

49458 

1624 

3.3 

10.91 

PCOD 

PELS 

121 

50 

41.3 

034 

PCOD 

PLCK 

7921 

6836 

86.3 

45.93 

PCOD 

POP 

32 

26 

81.3 

017 

POOD 

9SOL 

491 

491 

100.0 

3.30 

PCOD 

SABL 

74 

21 

28.4 

014 

PCOD 

SCNO 

5 

5 

100.0 

0.03 

PCOD 

SFLT 

2858 

1383 

48.4 

9.29 

PCOD 

SLFR 

167 

113 

67.7 

076 

PCOD 

SRKE 

45 

1 

2J 

0.01 

PCOD 

TMDS 

19 

2 

10.5 

0.01 

TOTAL 

66179 

1488S 

22J 

100.00 
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1992 

Groundfish  Discards  by  Gear  and  Target  Species 

•  From  Blended  Data 

Gulf  of  Alaska 

GEAR 

TARGET 

SPECIES 

TOTAL  CATCH    TOTAL  DISCARD 

(MT)                       (MT) 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OP               . 
TOTAL  DISCARD                1 

Trawl 

ROCK 

AMCK 

115 

64 

55.7 

0.72 

ROCK 

ARTH 

4176 

3937 

94.3 

44.04 

ROCK 

OEMS 

101 

22 

21.8 

0.25 

ROCK 

DFLT 

418 

237 

56.7 

2.65 

ROCK 

FSOL 

68 

22 

32.4 

0J5 

ROCK 

OTHR 

387 

295 

U2 

330 

ROCK 

PCOD 

S80 

182 

31.4 

2.04 

ROCK 

PELS 

2887 

145 

5.0 

1.62 

ROCK 

PLCK 

545 

406 

74J 

»M 

ROCK 

POP 

5241 

957 

18.3 

10.71 

ROCK 

SABL 

1717 

370 

21.5 

4.14 

ROCK 

SFLT 

64 

30 

46.9 

0.34 

ROCK 

SLPR 

8335 

2084 

25.0 

23.31 

ROCK 

SQID 

6 

6 

100.0 

0.07 

ROCK 

SRRE 

1480 

141 

9J 

1.58 

ROCK 

THDS 

736 

41 

5.6 

0.46 

TpTAJL__ 

26856 

8939 

33.3 

100.00 

OTHR 

DFLT 

296 

228 

77.0 

1.13 

OTWl 

FSOL 

182 

8 

4.4 

0.04 

OTHR 

OTHR 

5029 

392 

7.8 

1.94 

OTHR 

PCOD 

971 

544 

56.0 

169 

OTHR 

PELS 

65 

31 

47.7 

015 

OTHR 

PLCK 

229 

184 

80.3 

0.91 

OTHR 

POP 

640 

328 

51.3 

1.62 

OTHR 

SABL 

36 

13 

36.1 

0.06 

OTHR 

SFLT 

57 

22 

38.6 

0.11 

OTHR 

SLPR 

729 

614 

84.2 

3.03 

OTHR 

SRRE 

45 

7 

15.6 

0.03 

OTHR 

THDS 

19 

6 

31.6 

0.03 

TOTAL 

62010 

20255 

32.7 

100.00 

Ttjwl 

PLCK-Mid 

ARTH 

300 

288 

96.0 

5.02 

PLCK-Mid 

DFLT 

13 

12 

92.3 

0.21 

PLCK-Mid 

FLOU 

13 

13 

100.0 

0.23 

PLCK-Mid 

FSOL 

23 

20 

87.0 

0.35 

PLCK-Mid 

GTTIB 

1 

1 

100.0 

0.02 

PLCK-Mid 

OTHR 

330 

326 

98.8 

5.69 

PLCK-Mid 

PCOD 

238 

54 

22-7 

0,94 

PLCKMid 

PELS 

4 

4 

100.0 

0.07 

PLCKMid 

PLCK 

61646 

4940 

8.0 

86.18 

PLCK-Mid 

POP 

8 

1 

12,5 

0.02 

PLCK-Mid 

ROCK 

1 

1 

100.0 

0.02 

PLCK-Mid 

SABL 

11 

0 

0.0 

OOO 

PLCK-Mid 

saT 

63 

61 

96.8 

1.06 

PLCK-Mid 

SLPR 

1 

1 

100.0 

0.02 

PLCK-Mid 

SQID 

16 

9 

56.3 

Q.I6 

PLCKMid 

SRRE 

1 

1 

100.0 

0.02 

TOTAL 

62669 

5732 

9  1 

100  00 
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1992  Groundfish  Discards  by  Gear  and  Target  Species 

*  From  Blended  Data 

'"•ilf  of  Alaska 

GEAR 

TARGET 

SPECIES 

TOTAL CATCH 

(MT) 

TOTAL  DISCARD 

(MT) 

PERCENTAGE 
DISCARDED 

PERCENTAGE  OF 
TOTAL  DISCARD 

rnwl 

DFLT 

AMCK 

2 

0 

0.0 

0.00 

DFLT 

ARTH 

9378 

9279 

98.9 

72.08 

Di=LT 

KMS 

8 

1 

12J 

0.01 

DFLT 

DFLT 

6413 

742 

11.6 

5.76 

DFLT 

FSOL 

784 

169 

21.6 

1.31 

DFLT 

OTHR 

672 

669 

99.6 

5.20 

DFLT 

PCOD 

I1I3 

237 

21.3 

1.84 

DFLT 

PELS 

55 

24 

43.6 

0.19 

DFLT 

PLCK 

1404 

1086 

77.4 

8.44 

DFLT 

POP 

313 

281 

89.8 

2.18 

DFLT 

SABL 

619 

127 

20.5 

0.99 

DFLT 

SFLT 

485 

84 

17  J 

0.65 

DFLT 

SLFR 

169 

90 

53J 

0.70 

DFLT 

SRRE 

130 

22 

16.9 

0.17 

DFLT 

THDS 

326 

63 

19J 

0.49 

TOTAL 

21871 

12874 

58.9 

100.00 

Trawl 

SFLT 

ARTH 

1660 

I6«0 

100.0 

46.23 

SFLT 

OEMS 

2 

1 

50.0 

0.03 

SFLT 

DFLT 

476 

163 

34.2 

*M 

SH.T 

FSOL 

469 

24 

5.1 

0.67 

SH,T 

OTHR 

574 

571 

99J 

15.90 

SFLT 

PCOD 

1116 

333 

29.8 

9.27 

SFLT 

PELS 

19 

2 

lOJ 

006 

SFLT 

PLCK 

711 

395 

55.6 

11.00 

SFLT 

POP 

7 

7 

100.0 

0.19 

SFLT 

SABL 

123 

13 

10.4 

0.36 

SH,T 

SFLT 

3903 

409 

lOJ 

11,39 

SFLT 

SLPR 

63 

8 

12.7 

0.22 

SFLT 

SRRE 

36 

4 

11.1 

0.11 

SFLT 

THDS 

42 

1 

2.4 

0.03 

TOTAL 

9203 

3591 

39.0 

100.00 

Table  2. 
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Calculated  discard  mortality  rates  (percent)  for  halibut  in  1990  through  1992 
groundflsh  fisheries.  Alternatives  for  projecting  1994  discard  mortality  rates 
are  also  shown,  along  with  the  rates  used  by  NMFS  for  1993  fishery 
management 


Disc  Mortality  Rate 

1994  Alternatives' 

Used 

Region/Fishery 

1990       1991        1992 

Alt  A 

AltB 

Alt  C 

In'93 

BSAI  TRAWL 

MWT  Pollock 

81           81           87 

84 

83 

83 

80 

Atka  mackerel 

69           73           62 

68 

68 

70 

70 

Rocksole/0.  flats 

58           68           78 

73 

68 

65 

70 

Yellowfin  sole 

73           74           78 

76 

75 

75 

70 

Pacific  cod 

68           60           67 

63 

65 

65 

60 

BT  PoUock 

65           59           76 

68 

67 

66 

60 

Rockfish 

62           54           59 

56 

58 

59 

60 

Aiiowtooth 

57           41            68 

54 

55 

48 

40 

Gmld.  turfoot 

58           38 

38 

48 

53 

40 

Other  sp. 

36           29           75 

52 

46 

54 

40 

GOA  TRAWL 

MWT  PoUock 

63           74           69 

72 

69 

66 

75 

Rockfish 

61           65           69 

67 

65 

62 

60 

Shallwtr  flats 

63           61           62 

62 

62 

62 

60 

Other  sp. 

65           59           64 

61 

62 

62 

60 

BT  Pollock 

62           56           70 

63 

63 

63 

55 

Pacific  cod 

61           55           60 

58 

59 

58 

55 

Deepwtr  flats 

57           52           59 

56 

56 

57 

55 

BSAI  H&L 

Pacific  cod 

17           21            19 

20 

19 

18 

18 

Sablefish 

12            17            19 

18 

16 

14 

12.5/15 

Rockfish 

19           29            9 

19 

19 

21 

12.5/15 

Gmld.  turbot 

12           42            17 

30 

24 

17 

12.5/15 

GOA  H&L 

Pacific  cod 

13            17            30 

23 

20 

17 

16 

Sablefish 

11            28           23 

25 

20 

13 

14/17 

Rockfish 

15           20 

20 

17 

15 

11.5/14 

BSAI  POT 

Pacific  cod 

7              3             12 

8 

8 

10 

5 

GOA  POT 

Pacific  cod 

10            4             16 

10 

10 

13 

5 

1 

'Alt.  A  =  2-year  running  average;  Alt.  B  =  3-year  running  average;  Alt  C  =  pooled  1990-92  data. 
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NORTH  PACIFIC  FIXED  GEAR  COALITION 


June  3,  1991 


Mr.  Larry  Cotter,  Chairman 

Ad  Hoc  Bycatch  Committee 

North  Pacific  Fishery  Management  Council 

605  West  4th  Avenue 

Anchorage,  AK  99501 

RE:   Preferential  Fixed  Gear  Access  to  Demersal  Groundfish 
Species 

Dear  Larry: 

Recent  trawl  bycatches  of  herring,  salmon  and  halibut 
in  the  Bering  Sea  and  Gulf  of  Alaska  have  re-emphasized  the 
urgent  need  for  effective  prohibited  species  bycatch 
controls  in  the  groundfish  fishery.   This  circumstance  is 
very  much  like  that  which  in  1980  caused  Nunam  Kitlutsisti 
to  file  an  action  in  the  U.S.  District  Court  of  Alaska 
challenging  the  adequacy  of  federal  regulations  addressing 
BSAI  prohibited  species  bycatch  (please  see  Literature 
Referenced.  #1,  attached) .   Today  we  have  grave  concerns 
about  trawl  bycatch  being  voiced  not  only  by  fishermen, 
sports  fishermen,  rural  Alaskans  and  environmentalists,  but 
also  by  the  Canadians.   Despite  the  diligence  of  your 
committee  and  the  creation  of  a  dizzying  maze  of 
regulations,  real  progress  on  bycatch  issues  has  been 
limited. 

It  would  appear  that  we  are  repeating  history  in  this 
regard.   Having  failed  to  apply  preventive  medicine  ten 
years  ago,  we  are  now  faced  with  the  prospect  of  major 
surgery  -  and  we  seem  to  have  some  difficulty  mustering  the 
courage.   It  is  time  to  readdress  the  problem  and  to  take 
appropriate  action  during  the  1992  bycatch  amendment  cycle. 

In  response  to  the  situation  in  1980,  the  Ad  Hoc 
Working  Group  on  Prohibited  Species  and  the  SSC  produced 
Council  Document  #13,  a  collection  of  scientific  papers 
describing  the  PSC  bycatch  problems  and  suggesting 
solutions.   The  ninth  paper,  "Methods  of  Reducing  the 
Incidental  Catch  of  Prohibited  Species  in  the  Bering  Sea 
Groudfish  Fishery  Through  Gear  Restrictions",  hit  the  nail 
on  the  head.  (#1)   It  observed  that  the  incidental  catch  of 
prohibited  species  is  much  less  with  longlines  or  off-bottom 
trawls  (truly  pelagic  trawls  which  do  not  touch  the  bottom) 
than  with  on-bottom  trawls,  and  recommended  consideration  of 
two  management  alternatives  involving  gear  restrictions: 
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(1)  prohibit  on-bottom  trawls  in  all  areas,  i.e.,  groundfish 
will  be  harvested  only  with  longlines  and  off -bottom  trawls; 
and  (2)  on-bottom  trawl  gear  will  be  allowed  only  in  areas 
defined  as  yellowfin  sole  or  turbot  grounds. 

Analysis  revealed  that  the  estimated  savings  of 
prohibited  species  would  be  dramatic.   Alternative  (1) 
greatly  reduced  the  catch  of  all  prohibited  species:  halibut 
catches  were  reduced  by  about  92%,  Tanner  crab  and  king  crab 
catches  by  99%,  and  salmon  catches  by  over  80%.   Alternative 

(2)  also  reduced  catches  of  prohibited  species,  but  the 
reductions  were  less  than  for  alternative  (1) .   For  both 
conservation  and  economic  reasons  it  would  have  been  best  if 
fixed  gear  had  been  prescribed  as  the  only  allowable  gear 
for  certain  demersal  groundfish  fisheries,  a  decade  ago. 

The  North  Pacific  Fixed  Gear  Coalition  now  respectfully 
requests  that  the  Ad  Hoc  Bycatch  Committee  recommend 
analysis  of  a  fixed  gear  preference  for  demersal  groundfish 
species  in  the  BSAI.  as  part  of  the  1992  bycatch  amendment. 

Please  consider  the  reasoning  which  supports  this 
request : 

I.   Reduction  in  Prohibited  Species  Mortality 

Substantial  PSC  bycatch  savings  could  be  realized  if 
fixed  gear  were  employed  exclusively  in  the  BSAI  fisheries 
for  Pacific  cod,  sablefish  and  turbot.  (#1)   Mortality 
inflicted  on  halibut  by  hook-and  line  gear  is  calculated  by 
the  IPHC  at  16%  of  the  bycatch,  while  trawl-inflicted 
mortality  may  be  as  high  as  100%  (there  is  some  dispute  over 
this  latter  figure,  and  a  somewhat  lower  number  may  be 
justified  -  halibut  mortality  on  shoreside  delivery  trawlers 
is  calculated  at  50%;  Fisheries  Information  Services  [PIS] 
has  used  a  compromise  figure  of  85%  for  overall  trawl 
mortality  in  the  attached  report) .   Longliners  are  working 
with  the  IPHC  to  further  reduce  their  halibut  bycatch 
mortality. 

In  the  1990  longline  fishery  for  cod  in  the  BSAI, 
halibut  mortality  per  ton  of  cod  was  5.8  kg.   The  halibut 
mortality  in  the  1990  BSAI  trawl  fishery  for  cod  was  27.8  kg 
per  ton  of  cod.   The  trawl  fishery  mortality  was  4,8  times 
that  of  the  longline  fishery,  by  weight.   During  the  first 
four  months  of  1991,  the  longline  rate  was  2.5  kg  of  halibut 
killed  per  ton  of  cod.   The  trawl  rate  was  21.9  kg  per  ton 
of  cod.   The  trawl  mortality  was  8.8  times  that  of  the 
longline  fishery,  by  weight.   (FIS) 

It  is  estimated  that  1,624  mt  of  halibut  could  have 
been  saved  in  1990  if  the  entire  TAG  for  BSAI  cod  had  been 
taken  by  longline  gear.   For  the  first  four  months  of  1991, 
1,374  mt  could  have  been  saved  had  the  catch  been  taken  with 
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longline  gear.   By  contrast,  if  the  entire  1990  BSAI  cod  TAG 
had  been  taken  by  trawlers  (assuming  no  PSC  caps),  6,299  mt 
of  halibut  would  have  been  lost.   (Mortality  figures,  FIS) 

Additionally,  bycatch  of  at  least  15,000  king  and  more 
than  1.5  million  Tanner  crab  would  have  been  avoided  in  1990 
if  longline  gear  had  been  used  exclusively  in  the  BSAI  cod 
fishery.   (FIS) 

Beyond  these  considerable  savings,  it  is  noteworthy 
that  longline  bycatch  of  salmon  and  herring  is 
insignificant . 

Please  see  attached  report  from  Fisheries  Information 
Services  for  additional  information. 

II.   Achieving  Optimum  Yield 

In  1990  some  60,000  mt  of  BSAI  cod  were  left 
unharvested  because  of  trawl  closures  due  to  PSC  bycatch 
caps.   (FIS) 

Had  enough  fixed  gear  been  deployed  in  the  fishery,  OY 
could  have  been  achieved  easily  within  the  bycatch  limits. 

III.   Reduction  in  Discards 

Trawl  catches  often  include  fish  of  the  target  species 
which  are  too  small  or  too  large  to  be  processed,  or  which 
are  severely  damaged.   These  catches  also  include  non-target 
species  which  may  be  targeted  by  other  fisheries,  or  species 
which  are  not  conveniently  marketable.   These  fish  are  often 
discarded  at  sea.   The  trawl  discard  problem  can  be  a  very 
substantial  one,  especially  when  added  to  the  discard  of 
valuable  prohibited  species.  (#3,5,6,7,10;  also  see  FIS 
Report)   Some  researchers  report  that  trawl  discards  are 
unavoidable,  and  that  little  can  be  done  technically  to 
decrease  the  amounts  of  discards.  (#6)   The  recent  failure 
of  "pelagic"  trawls  in  the  BSAI  cod  fishery  supports  this 
contention.  (#9) 

Longline  fisheries  are  size  and  species  selective,  and 
have  few  bycatch  problems  requiring  the  discard  of  fish. 
(#1,2,3,4,5,6,7)   Virtually  all  of  the  cod  caught  in  the 
directed  BSAI  longline  fishery  are  utilized.   Skate  wings 
and  rock  fish  are  retained  and  marketed.   Very  little  is 
thrown  back.   Bycatch  in  the  fishery  is  said  by  NMFS  to  be 
5%  of  the  total  catch  (See  FIS  report) . 

Considerable  savings  of  discards  can  be  achieved 
through  the  use  of  fixed  gear. 
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IV.   conaervation-Oriented  Fishing 

"Today  there  is  agreement  among  fisheries  scientists 
that  fishing  has  a  significant  impact  on  the  dynamics  of 
fish  populations.   Mobile  and  passsive  fishing  gears  have 
different  abilities  to  fish  selectively  for  fish  of 
particular  size  and  species.   Proper  management  of  fish 
stocks  should  therefore  not  be  based  only  on  recommendations 
on  total  catch  quotas,  but  also  on  hov  the  quotas  are 
taXen."   (Bjordal  and  Laevastu,  #  2  below,  emphasis  added) 
Selection  of  an  optimal  fishing  regime  requires  that  the 
conservation  aspects  of  different  gear  types  be  taken  into 
consideration : 

A.  Size  Selectivity  -  Longline  gear  is  size- 
selective;  large  hooks  and  large  pieces  of  bait  catch  large 
fish.  (#2,3,4,5,6,7,8)   Bjordal  and  Laevastu  estimate  that 
if  longlines,  rather  than  trawls,  were  used  to  harvest  a 
given  quota  of  cod  in  the  BSAI ,  a  greater  biomass  would 
remain  in  the  sea;  that  at  a  given  stock  level,  higher 
annual  catches  can  be  taken  with  longlines  than  with  trawls; 
and  that  removal  of  older  cod  benefits  recruitment  by 
reducing  cannibalism.  (#2)   Large  cod  are  also  an  important 
predator  of  commercially  valuable  crabs.  (#6) 

Compared  with  longline  gear,  trawl  gear  is  a  much  more 
powerful  tool  for  catching  small  fish.   Codend  selection  is 
most  important  for  small  fish,  but  clogging  of  meshes  or 
large  catches  that  stretch  (close)  the  meshes  are  factors 
that  give  very  poor  selection  properties.  (#2,3,6,7) 

B.  Species  Selectivity  -  Longlines  have  good  species- 
selective  properties,  and  non-commercial  bycatch  is  normally 
modest.  (#3,4) 

A  trawl  will  in  principle  catch  all  fish  in  the  swept 
volume,  except  those  that  are  selected  through  the  meshes. 
Large  bycatches  of  different  non-commercial  species  are 
therefore  not  uncommon  in  trawling.  (#3,6) 

C.  Product  Quality  -  Line  caught  fish  are  usually  of 
much  higher  quality  and  command  higher  prices  than  net- 
caught  ones.  (#4)   While  both  gear  types  may  produce  fish  of 
high  quality,  big  trawl  hauls  and  hauls  of  long  duration  may 
lead  to  reduced  quality  because  the  fish  are  exposed  to  high 
pressure  in  the  codend,  and  because  it  may  take  too  long 
before  parts  of  the  catch  are  processed.  (#3) 

D.  Negative  Effects  on  the  Environment  -  Longline  gear 
does  not  have  destructive  effects  on  bottom  topography  or 
fauna.   Trawl  gear  may  have  a  severe  impact  on  the  bottom 
environment.  (#3) 
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E.  Enercrv  Conservation  -  Compared  with  trawling, 
longlining  is  regarded  as  a  low  energy  fishing  method.  (#3) 
It  appears  that  gear  which  requires  little  energy,  such  as 
longline  gear,  is  being  used  increasingly  in  preference  to 
active  gear.  (#4) 

F.  Fishing  on  Spawning  Stoclcs  -  Canadian  authorities 
are  sufficiently  concerned  about  intense  trawling  on 
spawning  cod  stocks  and  uncertainties  about  the  effect  of 
such  activity  on  mating  behavior,  spawning  success  and 
possible  localized  depletion  that  they  have  prohibited 
directed  fishing  for  northern  cod  during  the  peak  spawning 
season.  (#8)   Similar  concerns  are  expressed  with  regard  to 
BSAI  pollock  in  the  preamble  to  the  rule  which  seasonally 
apportions  pollock  TAG  in  the  BSAI,  and  in  the  preamble  to 
the  1991  BSAI  TAG  specifications.   A  cautionary  note  with 
regard  to  fishing  on  spawning  cod  stocks  is  contained  in  the 
DRAFT  SEIS  for  Amendment  18/23. 

Trawlers  can  and  do  conduct  intense  fisheries  on 
spawning  stocks.   Only  PSC  caps  have  prevented  them  from 
harvesting  the  entire  BSAI  cod  TAC  in  a  short  pulse  fishery. 
By  contrast,  the  longline  fishery  for  cod  is  prosecuted 
slowly  over  the  year,  averaging  less  than  1,000  mt  per  week 
in  the  BSAI  during  1990.   Unlike  trawl  gear,  longline  gear 
is  limited  absolutely  in  its  daily  catch  level  by  the  number 
of  hooks  it  can  deploy.  (#5)   A  longliners  cannot  accelerate 
its  harvest  during  the  spawining  period. 

From  a  conservation  perspective,  longlining  is  clearly 
preferable  to  trawling  for  the  harvest  of  demersal  species 
like  cod. 

V.   Market  Implications 

Because  line-caught  fish  are  generally  of  the  highest 
quality,  they  generally  command  the  highest  prices,  (#3,4) 
The  Council  has  heard  repeated  testimony  to  the  effect  that 
the  market  wants  a  steady  supply  of  fresh  fish  throughout 
the  year  -  most  recently  at  the  April  Council  meeting.   The 
BSAI  longline  fishery  for  cod  is  conducted  slowly,  providing 
that  supply. 

Maximization  of  retiirns  from  the  resource  and  market 
demands  indicate  that  longlining  is  the  best  method  for 
harvesting  cod  in  the  BSAI. 

VI.   Data  Gathering 

Estimating  the  catch  of  distant  water  factory  trawlers 
and  mothership  fleets  is  difficult  and  subject  to  several 
sources  of  error.   The  weight  of  groundfish  catches  in  the 
BSAI  is  not  obtained  from  scales,  but  by  visual  assessment 
of  the  cod  end  or  some  other  indirect  method.   If  limits  on 


165 


the  catch  are  not  rigorously  monitored  and  enforced, 
inacccurate  reports  of  catch  (including  discards)  may 
result.   In  addition  to  the  underlogging  of  catches, 
undersized  or  undesirable  species  (in  addition  to  prohibited 
species)  may  be  discarded  to  maximize  catches  under  a  mix  of 
species  quotas.   Further,  verification  of  catches  by  onboard 
observers  is  complicated  by  several  factors  such  as  the  size 
of  factory  ships  and  fishing  vessels,  the  size  of  catch  and 
the  rapidity  of  processing.   Under  these  conditions 
estimates  of  catches  are  uncertain  and  their  verification 
difficult.  (#6) 

Longline  vessels  catch  their  fish  one  at  a  time, 
landing  them  at  a  single  location  on  the  vessel. 
Observation  and  data  gathering  are  a  relatively  simple 
process. 

It  is  far  easier  to  gather  catch,  discard,  and 
prohibited  species  bycatch  data  on  longliners  than  on 
trawlers. 

VII.   Costs  of  Management  and  Enforcement 

The  deployment  of  trawl  fleets  with  massive  fishing 
power  requires  intense  regulation  to  protect  prohibited 
species,  prevent  overfishing,  prevent  conflict  with  other 
fisheries.  (#6)   "Overmanagment"  rather  than  "overfishing" 
has  become  a  concern  in  some  regions,  such  as  the  eastern 
Bering  Sea  and  the  Gulf  of  Alaska.  (#6)   In  the  BSAI 
groundfish  fishery  we  now  have  zones,  zones  within  zones, 
primary  and  secondary  closures,  caps,  fishery-apportioned 
caps,  seasonally  apportioned  caps,  seasons,  incentive 
programs,  etc.,  aimed  primarily  at  controlling  trawl  effort. 
These  are  in  addition  to  observers  and  elaborate  reporting 
requirements.   The  system  requires  development, 
implementation,  administration  and  enforcement  of  complex 
regulations.   It  is  so  complicated  it  sometimes  baffles 
those  responsible  for  inseason  management.   Trawl  companies 
must  now  hire  specialists  to  keep  their  vessels  in 
•  compliance  with  these  ever-changing  rules.   All  of  this  is 
very  expensive  -  to  the  taxpayer  and  to  the  fisherman.  (#7) 

The  other  problem  with  this  band-aid  approach  is  that 
it  doesn't  work  -  witness  the  recent  PSC  bycatch  problems  in 
both  the  BSAI  and  GOA,  the  continuing  early  closures  of 
directed  fisheries.   But  there  is  an  alternative. 

Several  authors,  having  studied  the  subject  thoroughly, 
have  suggested  that  longline  fisheries  for  groundfish  can  be 
prosecuted  without  micromanagement  and  its  attendant 
frustrations  and  expenses.  (#1,5,7)   BSAI  longlining  is 
species-specific,  and  prohibited  species  mortality  is  de 
minimus.   Other  discards  are  minimal.   The  harvest  is  slow, 
and  there  is  no  danger  of  overfishing  due  to  accelerated 
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harvest  capacity.   The  size  (and  age)  of  the  directed  catch 
can  be  controlled  very  simply  by  regulating  the  size  of  the 
hooks  employed,  if  such  control  is  found  necessary.   In  the 
BSAI  longline  fishery  there  is  no  realistic  need  for  100% 
observer  coverage.   One  author  states  that  in  the  cod 
fishery  off  Nova  Scotia,  "The  longliner  fleet  could  be  left 
essentially  unregulated  since  it  is  not  economical  for  it  to 
overfish  the  stock."  (#5)   Another  states,  "Longliners  can 
be  managed  by  hook  size  only;  the  hook  size  should  make  it 
probable  that  the  fish  will  spawn  at  least  twice  prior  to 
capture."  (#7)   Bjordal  and  Laevastu  observe,  "The  study 
recommended  restrictions  on  bottom  trawling  to  reduce  PSC 
bycatch  problems,  while  similar  restrictions  were  not  found 
necessary  for  longlines  and  off-bottom  trawling."  (#2,1) 

The  hypermanagement  and  associated  costs  necessitated 
by  excessive  trawl  effort  can  be  substantially  avoided  in 
certain  of  the  demersal  groundfish  fisheries  by  the  use  of 
fixed  gear. 

VIII.   Efficiency 

The  notion  that  trawling  is  somehow  the  most 
"efficient"  method  of  harvesting  all  demersal  species  lies 
at  the  heart  of  our  contemporary  management  difficulties. 
Certainly  trawl  technology  is  appropriate  for  the  harvest  of 
yellowfin  sole  and  perhaps  certain  other  bottom  species,  so 
long  as  bycatch  problems  are  controlled.   Beyond  that,  the 
employment  of  passive  gear  should  be  encouraged. 

The  key  to  this  analysis  is  the  "hidden"  costs  of 
bottom  trawling,  the  real  biological  and  social  costs  or 
"externalities"  which  are  shifted  from  the  trawl  industry  to 
society  under  our  current  management  system.   Peter  Matthews 
states  the  general  case  dramatically: 

"Ladies  and  gentlemen,  the  list  goes  on  and  on!   The 
problem  is  not  confined  to  Atlantic  Canada;  it  is  a  world- 
wide problem.   Every  country  which  has  a  major  trawling 
industry  has  similar  problems  and  costs.   In  Atlantic 
Canada,  the  hidden  costs  of  operating  trawlers  probably  add 
billions  of  dollars  a  decade  to  the  fishing  industry's  bill 
to  the  nation's  tax  payers.   For  example,  I  am  convinced 
that  if  these  costs  were  accurately  measured  and  allocated, 
the  true  cost  of  landing  a  pound  of  fish  with  that  90' 
combination  trawler/seiner  would  be  significantly  higher 
than  to  land  a  pound  with  the  99'  steel  longliner.   To  my 
knowledge,  however,  these  costs  have  never  been  studied  in 
anything  more  than  the  most  superficial  way.   The  time  has 
come  to  do  so.   All  of  us,  politicians,  bureaucrats, 
industry  leaders,  both  in  the  companies  and  those 
representing  fishermen,  have  all  been  guilty  of  the  cardinal 
sin  of:  'Not  being  able  to  see  the  wood  for  the  trees'. 
There  might  have  been  a  few  lone  voices  out  there,  trying  to 
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highlight  the  problems  with  trawler  technology,  but  they 
have  been  pushed  to  one  side  by  the  majority,  myself 
included,  who  had  only  one  desire  and  that  was  to  catch  more 
fish,  'economically'." 

"This  has  been  particularly  true  since  the  introduction 
of  the  diesel  engine  to  the  trawler  fleets  of  the  world;  for 
convenience  let's  say  since  the  end  of  World  War  Two.   In 
1946,  the  oceans  were  teeming  with  fish.   The  supply  was 
apparently  endless  and  populations  needed  to  be  fed.   The 
trawler  was  cheap  to  build,  efficient,  and  nobody  was  really 
concerned  about  conservation  or,  if  they  even  thought  about 
it,  it  was  someone  else's  problem.   Most  of  us  got  caught  up 
in  the  process  of  technological  innovation,  which  dazzled  us 
and  made  the  trawler  ever  more  efficient  and  ever  more 
destructive  with  the  result  that,  gradually  over  the  past 
forty  years,  one  fishery  after  another  has  collapsed.   This 
has  led  to  an  endless  cycle  of  crises  in  world  fisheries 
followed  by  regulations  designed  to  improve  the  local 
situation  but  which  never  did,  such  as  fishery  closures  or 
cut  backs  to  allow  stocks  to  recover,  so  that  we  could  start 
the  cycle  all  over  again.   We  must  all  have  been  mad!   The 
fact  of  the  matter  is  that,  on  a  world  wide  basis,  we  were 
blind  and  never  really  stopped  to  look  at  the  whole 
problem. . .environmental  costs  must  be  factored  into  the 
equation  if  the  true  costs  of  catching  fish  are  to  be 
determined . "  ( #7 ) 

Technically,  the  mechanical  effectiveness  of  longline 
fishing  has  been  significantly  increased  over  the  last 
fifteen  years.   This  has  been  achieved  by  increased  effort 
through  mechanized  baiting  and  gear  handling,  and  by 
improved  catching  performance  of  the  gear.  (#3)   More 
important,  longliners  in  the  BSAI  are  highly  efficient  from 
a  conservation  perspective.  (#3)   PSC  bycatch  mortality  and 
waste  are  minimal.   Elaborate  regulation  and  enforcement  are 
unnecessary.  (#1,5,7)   Considerable  savings  can  be  realized 
through  the  rational  employment  of  longline  effort. 

If  bottom  trawl  operations  were  obliged  to  internalize 
their  true  biological,  environmental,  regulatory, 
enforcement  and  social  costs  -  which  are  now  shifted  to 
society  -  they  would  not  look  so  "efficient".   They  are  in 
fact  being  heavily  subsidized  by  other  fishermen,  by  the 
American  taxpayer,  and  by  consximers. 

Mr.  Matthews  concludes:   "There  must  be  a  significant 
phasing  out  of  offshore  trawlers,  to  be  replaced  by  offshore 
longliners."  (#7) 

IX.   Fairness  and  Equity 

"The  complex  problems  of  'fairness'  and  'equity' .. .have 
two  basic  criteria  connected  with  them  —  need  and 
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responsibility."  (#6)   The  need  pertains  to  the  fishermen, 
including  jobs,  potential  for  profits,  and  supply  of 
protein.   The  overriding  responsibility  is  for  protecting 
and  conserving  the  public  resources  which  produce  those 
benefits. 

Where  different  gear  types  have  dramatically  different 
conservtion  implications  for  the  variety  of  species  found 
within  a  complex,  the  manager's  job  in  determining  which 
gear  type  should  be  utilized  is  relatively  simple.   The 
responsibility  for  conservation  must  to  a  degree  override 
the  need  for  jobs  and  profits.   In  this  case,  fixed  gear 
should  be  given  preference  over  mobile  gear  in  the  harvest 
of  certain  demersal  groundfish  species.   "Fairness  toward 
the  ecosystem"  should  prevail. 

In  order  to  put  things  in  perspective,  assume  that  the 
entire  1991  BSAI  TAC's  for  Pacific  cod,  turbot,  and 
sablefish  were  reserved  for  exclusive  harvest  by  fixed  gear 
(provision  would  have  to  be  made  for  bycatches  in  other 
fisheries,  of  course) .   The  combined  tonnage  would  be 
241,200  mt  -  only  12%  of  the  tonnage  available  (though  a 
greater  proportion  of  the  total  value) .   The  trawl  fleet 
would  still  have  88%  of  the  tonnage  for  its  exclusive  use. 

Considerations  of  fairness  and  equity  should  not 
prevent  preferential  treatment  for  fixed  gear  in  the  harvest 
of  demersal  species. 

X.   Conclusion 

Progress  in  the  control  of  prohibited  species  bycatch 
in  the  BSAI  trawl  fishery  has  been  limited  over  the  last 
decade.   Despite  the  development  of  a  highly  complex 
regulatory  structure  to  prevent  the  interception  of 
prohibited  species,  crises  continue  unabated. 

In  1981  Council  Document  #13  suggested  that  groundfish 
might  be  harvested  only  with  longlines  and  truly  pelagic 
off-bottom  trawls  in  the  BSAI,  with  possible  exceptions  for 
yellowfin  sole  and  turbot.  (1)   The  supporting  analysis 
suggested  that  prohibited  species  savings  would  be  dramatic. 
This  policy  was  not  adopted  to  guide  development  of  the 
nascent  DAP  groundfish  fishery,  with  the  result  that 
considerable  resources  were  invested  -  or  perhaps 
misinvested  -  in  bottom  trawl  technology.   Society  is  now 
paying  the  price  in  the  many  ways  outlined  above.   Crisis 
follows  upon  crisis,  with  no  effective  response.   It  is  time 
to  take  action.   Fixed  gear  should  be  given  preferential 
access  to  demersal  species  wherever  practical. 
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Prohibited  species  problems  are  only  the  tip  of  the 
iceberg,  however.   Please  consider  the  following: 

1.  TAC  for  BSAI  Pacific  cod  could  be  achieved  by  fixed 
gear  without  exceeding  PSC  limitations; 

2.  Considerable  savings  of  other  discards  could  be 
achieved  through  the  use  of  fixed  gear; 

3.  From  a  conservation  perspective  -  size  selectivity, 
species  selectivity,  product  quality,  environmental  impacts, 
energy  conservation,  fishing  on  spawning  stoclcs  -  longlining 
is  clearly  preferable  to  trawling  for  the  harvest  of 
demersal  species  like  cod; 

4.  Line-caught  fish  are  generally  of  the  highest 
quality,  and  generally  command  the  highest  prices.   Markets 
demand  a  steady  supply  of  high  quality  product  throughout 
the  year.   While  trawlers  often  thrive  on  pulse  fisheries 
concentrated  on  spawning  stocks,  longliners  in  the  BSAI 
harvest  slowly  throughout  the  year,  over  the  full  geographic 
range  of  the  stocks; 

5.  There  is  some  uncertainty  as  to  the  accuracy  of 
trawl  catch  data  -  total  catch,  prohibited  species  catch, 
discards.   Data  gathering  on  longline  operatons  is  not  so 
difficult; 

6.  The  micromanagement  made  necessary  by  the  massive 
trawl  fleet  places  great  economic  burdens  on  government, 
industry,  and  the  public.   Micromanagement  is  unnecessary 
for  longlining  operations; 

7.  Trawl  operations  externalize  the  true  biological, 
regulatory,  enforcement  and  social  costs  of  their  fishery, 
which  are  borne  by  other  fishermen,  the  American  taxpayer, 
and  conusmers.    If  these  costs  are  factored  in,  trawl 
operations  appear  considerably  less  "efficient"  in  the 
economic  sense.   The  mechanical  effectiveness  of  longline 
fishing  has  been  significantly  increased  over  the  last 
fifteen  years.   Longline  operations  are  very  "efficient"  in 
the  broader  context;  and 

8.  The  overriding  duty  of  fishery  managers  is  to 
protect  and  conserve  the  fishery  resources  which  produce 
jobs,  food,  and  profits.   Where  one  gear  type  has 
sxibstantial  conservation  advantages  over  another,  questions 
of  "fairness  and  equity"  should  not  stand  in  the  way  of 
preferential  treatment  for  the  conservation-oriented  gear. 
"Fairness  to  the  ecosystem"  should  prevail. 

The  many  problems  posed  by  bottom  trawling  are  not  "an 
economic  reality",  nor  are  they  "just  a  cost  of  doing 
business".   They  can  be  avoided. 
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For  the  above  reasons  the  undersigned  associations 
respectfully  recruest  that  the  Ad  Hoe  Bvcatch  mmmi^-i-ga 
raeommend  to  the  Council  that  a  fixed  gear  preference  for 
demersal  species  in  the  BSAI  groundfish  fishery  be  analysed 
as  part  of  the  1992  bycatch  amendment. 

An  effective  way  to  implement  such  a  policy  would  be  to 
assess  the  intention  and  ability  of  the  domestic  fixed  gear 
industry  to  harvest  demersal  species  each  year,  and  to 
apportion  TAG  accordingly.   This  would  allow  a  gradual 
implementation  of  the  preferential  policy,  while  ultimately 
maximizing  its  advantages. 

Thank  you  for  your  attention. 

Sincerely, 

Kodiak  Longline  Vessel  Owners'  Association 
Fishing  Vessel  Owners'  Association 
Petersburg  Vessel  Owners'  Association 
Freezer-Longliner  Group 
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LITERATURE  REFERENCED 


A  considerable  body  of  scientific  work  comparing  trawl 
gear  to  fixed  gear  has  emerged  over  the  last  decade.   These 
analyses  address  and  support  the  contention  that  fixed  gear 
is  superior  to  trawl  gear  for  the  harvest  of  demersal  fish 
like  cod,  especially  if  conservation  issues  are  taken  into 
account.   Several  of  these  studies  are  summarized  and/ or 
quoted  below.   Most  are  reproduced  in  material  part  at  the 
similarly  numbered  appendices. 

It  should  be  noted  that  only  two  of  these  studies 
directly  address  the  Pacific  cod  fishery  in  the  BSAI  region 
-  and  that  the  first  reflects  conditions  ten  years  ago,  when 
foreign  harvesting  and  processing  elements  were  present. 
The  others  are  general  works  reflecting  experience  in 
groundfish  fisheries  around  the  world,  or  are  more  specific 
to  cod  fishery  experience  in  particular  countries  such  as 
Canada  and  Norway.   Stock  status  and  exploitation  strategies 
vary.   No  claim  is  made  here  that  these  studies  are 
definitive  for  conditions  now  prevailing  in  the  BSAI  cod 
fishery.   Rather  they  are  presented  to  offer  insights  into 
the  nature  of  longline  and  trawl  fisheries  for  cod,  the 
issues  which  differentiate  them,  and  the  patterns  which  may 
emerge  if  conservative  cod  fishery  management  is  not 
employed  in  the  BSAI . 

1.   REDUCING  THE  INCIDENTAL  CATCH  OF  PROHIBITED  SPECIES 
BY  FOREIGN  GROUNDFISH  FISHERIES  IN  THE  BERING  SEA,  NPFMC 
Council  Document  #13,  April,  1981. 

The  developement  of  Council  Dociiment  #13  was  hastened 
by  the  occurrence  of  events  a  decade  ago  which  parallel 
remarkably  the  events  of  the  last  few  months.   The  BSAI  and 
GOA  groundfish  plan  teams  were  preparing  a  brief  entitled 
"Controlling  the  Incidental  Catch  of  Prohibited  Species", 
which  addressed  in  general  terms  a  variety  of  management 
options  to  control  incidental  catches  of  PSC  species  in  the 
foreign-dominated  groundfish  fisheries.   Simultaneously 
information  was  released  from  the  Northwest  and  Alaska 
Fisheries  Center  which  showed  that  the  incidental  catch  of 
salmon  by  foreign  trawlers  in  the  BSAI  had  increased 
several-fold  in  1979.   Alarmed  by  prospects  that  the 
incidental  taking  of  salmon  and  herring  by  foreign  trawlers 
might  adversely  affect  the  native  populations  of  western 
Alaska,  a  native  organization  called  Nunam  Kitlutsisti 
petitioned  the  Council  to  close  the  better  part  of  the 
Bering  Sea  to  foreign  fishing  October  1  through  March  31 
each  year.   When  the  petition  was  denied,  Nunam  Kitlutsisti 
and  25  other  plaintiffs  brought  an  action  in  the  U.S. 
District  Court  of  Alaska  to  challenge  the  adequacy  of 
regulations  addressing  prohibited  species  bycatch. 
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Thus  stimulated,  the  Council's  Scientific  and 
Statistical  committee  directed  that  a  working  group  be 
formed  to  investigate  in  greater  depth  alternative 
approaches  for  reducing  the  catch  of  prohibited  species  in 
the  Bering  Sea  groundfish  fisheries.   Council  Document  #  13, 
a  series  of  scientific  papers,  was  the  result. 

REDUCING  THE  INCIDENTAL  CATCH  OF  PROHIBITED  SPECIES  IN 
THE  BERING  SEA  GROPNDFISH  FISHERY  THROUGH  GEAR  RESTRICTIONS, 
by  Wespestad,  Hoag,  and  Narita,  reprinted  as  IPHC  Technical 
Report  No.  19,  1982,  was  one  of  the  papers. 

This  report  observes  that  the  incidental  catch  of 
prohibited  species  is  much  less  with  longlines  or  off-bottom 
trawls  than  with  on-bottom  trawls.   It  examines  two 
management  alternatives  involving  gear  restrictions:  (1) 
prohibit  on-bottom  trawls  in  all  areas,  i.e.,  groundfish 
will  be  harvested  only  with  longlines  and  off -bottom  trawls; 
and  (2)  on-bottom  trawl  gear  will  be  allowed  only  in  areas 
defined  as  yellowfin  sole  or  turbot  grounds. 

Trawl  tests  led  to  the  conclusion  that  pollock  can  be 
fully  harvested  with  off -bottom  trawls.   Squid,  Atka 
mackerel,  and  rockfish  can  be  partially  harvested  with  off- 
bottom  trawls.   Pacific  cod,  sablefish  and  large  flounders 
(primarily  turbot)  can  be  effectively  taken  with  longline 
gear.   Yellowfin  sole  and  flounders  could  not  be  harvested 
with  either  off -bottom  trawls  or  longlines.   To  harvest 
these  species  would  require  allowing  on-bottom  trawls  in  at 
least  limited  areas  or  time  periods  as  suggested  in 
Alternative  (2) . 

Estimated  savings  of  prohibited  species  were  dramatic. 

Alternative  (1)  greatly  reduced  the  catch  of  all  prohibited 
species:  halibut  catches  were  reduced  by  about  92%,  Tanner 
crab  catches  and  king  crab  catches  by  99%,  and  salmon 
catches  by  over  80%.   Alternative  (2)  also  reduced  catches 
of  prohibited  species  but  the  reductions  were  less  than  for 
Alternative  (1).   High  incidental  catches  of  halibut  and 
crab  were  estimated  for  the  on-bottom  trawl  fishery  for 
turbot,  and  large  catches  of  Tanner  crab  occurred  in  the 
yellowifn  sole  fishery. 

The  study  recommended  restrictions  on  bottom  trawling 
to  reduce  PSC  bycatch  problems,  while  similar  restrictions 
were  not  found  necessary  for  longlines  and  off-bottom 
trawling.   Had  this  policy  been  adopted  in  1981  as  a  guide 
for  DAP  fishery  development,  most  of  our  current  prohibited 
species  bycatch  problems  would  have  been  avoided. 
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2.   EFFECTS  OF  TRAWLING  AMD  LONGLINING  ON  THE  YIELD  AND 
BIOMASS  OF  rSSAI")  COD  STOCKS  -  NUMERICALLY  SIMULATED. 
Bjordal  and  Laevastu,  ICES  Paper  CM.  1990/G:32  Ref.  B, 

Increased  fishing  effort  and  improvement  of  fishing 
gear  and  methods  have  during  the  last  3  0  years  coincided 
with  a  considerable  decrease  of  major  fish  stocks  despite  a 
rising  number  of  regulations  to  manage  the  fish  resources. 
Today  there  is  agreement  among  fisheries  scientists  that 
fishing  has  a  significant  impact  on  the  dynamics  of  fish 
populations.   Mobile  and  passive  fishing  gears  have 
different  abilities  to  fish  selectively  for  fish  of 
particlar  size  and  species.   Proper  managment  of  fish  stocks 
should  therefore  not  be  based  only  on  recommendations  on 
total  catch  quotas,  but  also  on  how  the  quotas  are  taken 
(i.e.,  what  gear  types  should  be  used). 

To  determine  an  optimal  catching  regime  (gear  type  and 
effort) ,  the  conservation  aspects  of  the  different  gear 
types  should  be  taken  into  account:   species  and  size 
selectivity,  discards,  survival  after  escapement,  fish 
quality,  environmental  aspects  and  energy  conservation. 

The  results  of  this  numerical  study  suggest  that  BSAI 
Pacific  cod  are  recruited  to  the  trawl  fishery  one  year 
earlier  than  to  the  longline  fishery.   More  prefishery 
juveniles  are  caught  with  trawls  than  with  longlines,  and 
consequently  the  amount  of  discards  is  higher  from  the  trawl 
catch  than  from  the  longline  catch.   The  study  concludes: 

a.  The  type  of  gear  used  in  a  fishery  may  have  a 
marked  effect  on  the  dynamics  of  a  fish  stock  -  in  this  case 
it  is  predicted  that  if  a  given  catch  quota  of  cod  is  taken 
by  longlines,  a  higher  biomass  will  remain  in  the  sea  than 
if  the  same  quota  is  fished  with  trawls.   The  difference  in 
cod  biomass  (weight)  remaining  in  the  sea  is  even  greater 
after  four  years  of  fishing  with  trawls  versus  longlines; 

b.  If  a  given  stock  level  is  desired,  higher  annual 
catches  can  be  taken  with  longlines  than  with  trawl  gear; 

c.  Cod  become  more  cannibalistic  with  increasing  age. 
Since  longline  catches  include  more  large  fish,  longlining 
is  beneficial  to  recruitment  to  the  extent  the  latter  is 
controlled  by  predation;  and 

d.  These  results  indicate  that  some  longline  fishing 
might  be  allowed  to  continue  when  TAC  for  trawlers  has  been 
reached. 
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3.   RECENT  DEVELOPMENTS  IN  LONGLINE  FISHING  —  CATCHING 
PERFORMANCE  AND  CONSERVATION  ASPECTS.  Bjordal,  Institute  of 
Fishery  Technology  Research,  Bergen,  Norway,  1988. 

During  the  last  fifteen  years  the  effectiveness  of 
longline  fishing  has  been  significantly  increased.   This  is 
achieved  both  by  increased  effort  through  mechanized  baiting 
and  gear  handling,  and  by  improved  catching  performance  of 
the  gear. 

The  conservation  aspects  of  longline  gear  are  compared 
to  those  of  trawl  gear  in  the  groundfish  fishery  off  Norway. 

a.  Size  Selectivity.  Lonaline  Gear  -  The  longline  is 
regarded  as  a  size  selective  fishing  gear,  particularly  if 
large  hooks  and  large  pieces  of  bait  are  used.   Large  fish 
will  take  large  or  small  baits,  while  small  fish  will  only 
take  small  baits.   In  the  Arcto-Norwegian  cod  fishery,  the 
trawl  catches  contained  on  average  19.4%  small  fish  (less 
than  45  cm  headed)  compared  with  6.1%  for  longline,  clearly 
indicating  that  longline  is  a  more  conservation-oriented 
fishing  method  than  trawling  with  respect  to  the 
exploitation  of  the  younger  fish  groups.   Note  that  discards 
were  not  included  in  these  figures. 

b.  Size  Selectivity  -  Trawl  Gear  -  Compared  with 
longline  gear,  the  crawl  is  a  much  more  powerful  tool  for 
catching  small  fish.   Codend  selection  is  most  important  for 
small  fish,  but  clogging  of  meshes  (eg,  by  flatfish  or 
rockfish)  or  large  catches  that  stretch  (close)  the  meshes, 
are  factors  that  may  give  very  poor  slection  properties. 

c.  Species  Selectivity  -  Longlines  have  good  species 
selective  properties,  and  non-commercial  bycatch  is  normally 
modest.   A  trawl  will  in  principle  catch  all  fish  in  the 
swept  volume,  except  those  that  are  selected  through  the 
meshes.   Large  bycatches  of  different  non-commercial  species 
are  therefore  not  uncommon  in  trawling. 

d.  Fish  Oualitv  -  Both  longliners  and  trawlers  may 
produce  fish  of  high  quality.   However,  big  trawl  hauls  and 
hauls  of  long  duration  might  lead  to  reduced  quality,  both 
because  the  fish  are  exposed  to  a  high  pressure  in  the 
codend,  and  because  it  might  take  too  long  before  parts  of 
the  catch  are  processed.   This  is  no  problem  in  longlining 
since  most  of  the  fish  are  alive  until  onboard  processing. 
Fish  caught  by  longline  are  in  general  regarded  to  be  of  a 
better  quality  than  trawl  caught  fish. 

e.  Negative  Effects  on  the  Environment  -  Ideally,  a 
conservation  oriented  fishing  method  should  not  have 
destructive  effects  on  the  environment  -  bottom  topography 
and  bottom  fauna.   Longline  gear  fulfills  this  requirement. 
Trawl  gear  might  on  the  other  hand  have  severe  impact  on  the 
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bottom  environment.   However,  there  is  no  available 
information  regarding  possible  corresponding  negative 
effects  on  the  fish  stocks. 

f.   Energy  Conservation  -  Compared  with  trawling, 
longlining  is  regarded  as  a  low  energy  fishing  method.   From 
a  fuel  saving  point  of  view,  longlining  is  superior  to 
trawling.   If  the  cost  of  longline  bait  is  factored  in,  the 
longline  fuel/catch  ratio  per  kilogram  of  fish  is  still  far 
below  the  relative  fuel  consximption  in  trawling. 

The  longline  must  be  evaluated  as  a  conservation- 
oriented  gear,  while  trawling  has  a  rather  low  conservation- 
oriented  effect. 


4.   A  METHOD  FOR  TESTING  THE  EFFECTIVENESS  OF  DIFFERENT 
FISHING  BAITS  IN  THE  SEA  -  Johnstone  and  Hawkins,  Marine 
Laboratory  Aberdeen,  Scottish  Fisheries  Information  Pamphlet 
Number  3,  1989. 

During  the  19th  century  the  most  popular  demersal 
fishing  method  in  Scottish  waters  was  the  long  line.   By 
1880,  however,  the  trawl  and  steam  trawler  had  been 
introduced  to  east  coast  grounds,  and  the  beginning  of  the 
20th  century  saw  a  decrease  in  line  fishing.   The  main 
advantage  of  the  trawl  over  the  long  line  was  its  greater 
efficiency  in  terms  of  catch  per  unit  effort,  ie  more  fish 
caught  for  the  labour  expended.   Nevertheless  line  fishing 
has  some  advantages  over  more  efficient  methods.   First, 
line  caught  fish  are  usually  of  much  higher  quality  and 
command  higher  prices  than  net-caught  ones.   Secondly, 
lining  is  a  more  selective  fishing  method,  and  by  alteration 
of  the  bait,  the  hook,  or  the  line  configuration  different 
species  or  different  sizes  of  fish  can  be  caught  and  the 
capture  of  immature  fish  avoided.   Also,  with  increasing 
fuel  costs  lining  has  become  a  much  more  attractive  economic 
proposition,  particularly  since  the  method  permits  areas  to 
be  exploited  which  may  be  inaccessible  to  nets. 


5.   A  BIOECONOMICAL  MODEL  OF  AN  AGE-STRDCTURED 
GROUNDFISH  RESOURCE.  EXPLOITED  BY  A  MULTI-GEAR  FISHING 
FLEET .  O'Boyle,  Sinclair  and  Hurley,  Rapp.  P.  V.  Reun.  Cons. 
Int.  Explor.  Mer.  XX:000-000,  1990. 

A  bioeconomic  model  of  the  Scotian  Shelf  (Nova  Scotia) 
groundfish  fishery  involving  trawler  and  longliner  fleets 
was  constructed  to  examine  the  biological,  economic,  and 
regulatory  consequences  of  the  interaction  of  these  two 
fleets.   Trawlers  catch  younger  fish  than  longliners  and  the 
revenue-cost  pictures  are  very  different.   The  results  of 
simulation  indicated  that  both  yield  and  employment  were 
superior  for  longliners.   However,  trawlers,  although 
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experiencing  higher  operating  costs,  could  "out-compete" 
longliners  due  to  higher  sustained  catch  rates  and  thus 
revenue  per  unit  cost.   From  a  regulatory  point  of  view,  it 
was  determined  that  under  the  assumptions  of  this  study,  the 
fishery  could  be  managed  by  regulating  only  trawler 
activity.   The  longliner  fleet  could  be  left  essentially 
unregulated  since  it  is  not  economical  for  it  to  overfish 
the  stock. 

Conflicts  have  arisen  between  longline  and  trawl 
fishermen  in  the  Scotian  Shelf  groundfish  fishery  regarding 
access  to  the  resource.   Transfers  between  fleets  have 
usually  been  one  way  -  from  longliners  to  trawlers.   Two 
factors  are  responsible  for  this.   First,  trawlers  harvest 
large  numbers  of  young  cod  which  are  not  yet  recruited  to 
the  longline  fishery.   Second,  longlines  are  size-selective, 
and  tend  to  catch  larger,  older  fish.   Trawl  fishing 
mortality  substantially  reduces  abundance  before  cod  reach 
the  size  at  which  they  are  vulnerable  to  longlines.   From  an 
economic  perspective,  the  longliner  fleet  has  a  clear 
advantage  over  the  trawlers.   The  fixed  price  of  fish  to 
longliners  is  higher  than  to  trawlers,  and  the  cost  per  day 
of  fishing  is  lower.   From  the  standpoint  of  maximizing  net 
revenues,  employment  and  salaries  there  are  advantages  to  a 
pure  longline  fishery.   By  gaining  access  to  the  resource 
first,  however,  trawlers  will  reduce  the  yield  potentially 
available  to  longliners. 

The  results  of  the  study  indicate  for  the  Scotian  Shelf 
fishery  (1)  that  the  economic  yield  and  employment  picture 
is  superior  for  longliners,  (2)  that  without  constraints, 
the  trawlers  will  "out-compete"  the  longliners;  (3)  that 
longliners  are  unlikely  to  over-exploit  the  resource;  and 
(4)  that  effort  regulation  is  only  necessary  for  trawlers  to 
protect  the  cod  resource. 

6.   FISHING  AND  STOCK  FLUCTUATIONS.  Laevastu  and 
Favorite,  Fishing  News  Books  Ltd.,  1988. 

The  quantitative  increase  of  fish  consumed  in  relation 
to  the  size  of  cod  is  shown  in  Figure  5.16.   This  fact  might 
become  significant  in  future  fisheries  management  as  the 
realization  that  recruitment  in  many  species  might  be 
controlled  by  predation  gains  wider  acceptance.   It  might  be 
desirable  to  promote  the  catching  of  larger  predators,  for 
example,  by  a  longline  fishery,  to  decrease  predation  of 
prefishery  juveniles.   Large  cod  are  also  an  important 
predator  of  commercially  valuable  crabs  (Robichaud  et  al., 
1986),  thus  it  might  be  beneficial  for  crab  stocks  to  hold 
stocks  of  large  cod  down  by  heavy  exploitation. .. (p.  97) 

Discards  are  fish  which  are  caught  but  thrown  back  into 
the  sea  because  they  are  below  the  legal  size,  too  small, 
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unmarketable,  deformed,  and/or  infested  with  visual 
parasites. .. In  some  regions,  such  as  the  NE  Pacific,  the 
prevailing  fishery  regulations  prohibit  the  retention  of 
some  high  priced  fish,  such  as  salmon  and  halibut. . .Mixed 
catches  and  bycatches  arise  because  the  gear,  especially 
mobile  gear  such  as  the  trawl,  catches  everything  accessible 
to  it  on  the  bottom  in  front  of  its  sweep. . .Different  gear 
has,  however,  different  selectivity  in  respect  to  species 
and  sizes... a  fishery  for  pelagic  species  with  purse  seines 
can  be  rather  selective. . .Longlines  can  be  selective  to  some 
degree  depending  on  the  hook  size  and  bait  used. .. (pp.  132, 
133) 

Although  discards  are  unavoidable,  it  is  of  some 
importance  in  research  assessment  that  discards  be  included 
in  estimates  of  the  total  catch  of  a  given  species,  and  that 
their  role  in  regard  to  resource  assessment,  future 
recruitment,  and  food  balance  in  the  ecosystem  be 
considered.   At  present,  considerable  effort  is  made  in  ICES 
countries  to  account  for  the  effects  of  discards  in  stock 
assessment  by  adjusting  the  data  on  the  reported  landings 
and  their  age  composition.   However,  other  parts  of  the 
world,  such  as  the  NE  Pacific,  the  amounts  of  discards 
(other  than  "prohibited  species")  are  not  [explicitly] 
estimated  and  consequently  are  not  [explicitly]  accounted 
for  in  stock  assessment. .. (p. 136) 

Little  can  be  done  technically  to  decrease  the  amounts 
of  discards.   The  selection  of  proper  mesh  size,  alteration 
of  the  rigging  of  the  trawl,  and  changing  the  area,  ground 
and  depth  of  fishing  are  the  main,  but  often  ineffective, 
attempts  to  decrease  undesirable  byactches.   The  regulatory 
limitation  of  bycatch  of  prohibited  species  has  been 
designed  to  prevent  "foreign"  fishing  or  to  shift  it  to 
other  areas.   The  latter  can  work  only  to  a  very  limited 
degree  in  specific  locations;  the  shifting  of  vessels  from 
an  otherwise  profitable  fishing  ground  will  nearly  always 
result  in  considerably  lower  and,  in  most  cases, 
unprofitable  catches.   The  possible  changes  to  the  rigging 
of  the  gear  have  also  been  tried,  but  with  little  general 
success  (Japan  Fisheries  Agency,  1986) .   Obviously,  in  some 
cases  the  increase  of  mesh  size  will  decrease  the  bycatch  of 
undersized  species  to  a  limited  degree  (Lamp  and  Weber, 
1984)... (p.  137) 

Although  at  present  fisheries  scientists  have  limited 
ability  to  explain  the  causal  mechanisms  of  recruitment 
fluctuations  or  to  predict  stock  sizes  four  or  five  years 
agead,  fishery  managers  have  some  means  avaialble  to  reduce 
the  unfavorable  effects  of  the  variability  of  catches  on  the 
fishing  industry.   Examples  are,  limitations  in  landings  or 
limitations  of  gear,  and  influencing  the  size  and 
composition  of  the  fleet. .. (p.  187,  emphasis  added) 


178 


The  trawl  fisheries  of  the  eastern  Bering  Sea  and  Gulf 
of  Alaska  (EBS/GOA)  have  been  regulated  by  a  number  of  time 
and  area  closures.   Most  of  these  closures  were  made  not  for 
the  protection  of  the  target  stocks  or  their  life  history 
components,  but  for  the  purposes  of  minimizing  the 
incidental  catch  of  certain  species  or  avoiding  conflict 
with  other  fisheries  (e.g.,  eastern  Bering  Sea  crab  and 
halibut  stocks  and  fisheries) ... (p.  202) 

At  pages  202-203  (see  appendix  6) ,  the  authors 
emphasize  the  difficulties  in  obtaining  accurate  estimates 
of  the  catch,  discards  of  undersized  or  undesirable  species, 
and  discards  of  prohibited  species,  of  distant  water  factory 
trawlers  and  mothership  fleets  -  even  with  observers  aboard. 

Several  profound  changes  have  occurred  in  marine 
fisheries  and  their  resources  in  the  last  two  decades ...  the 
causes  of  large  fluctuations  of  stocks  is  not  fully  known 
nor  has  knowledge  of  the  effects  of  fishing  on  stocks  much 
improved.   Furthermore,  as  many  governments  have  stepped 
into  the  fisheries  management  with  new  vigor, 
"overmanagement"  rather  than  "overfishing"  has  become  a 
concern  in  some  regions,  such  as  the  eastern  Bering  Sea  and 
Gulf  of  Alaska... (p.  207) 

The  effects  of  a  given  fishing  effort  on  a  stock 
depends  on  the  selectivity  and  effectiveness  of  the  gear  and 
the  behaviour  of  fish  in  respect  to  the  gear.   Some  progress 
on  the  study  of  the  latter  subject  has  been  made,  whereas 
the  effectiveness  of  trawls  in  respect  to  different  species 
is  poorly  known... It  appears  that  gear  which  requires  little 
energy,  such  as  longlines  and  gill  nets,  is  being 
increasingly  used  in  preference  to  active  gear.   Research  on 
the  improvement  of  these  passive  gears,  including  the  use  of 
artificial  baits,  effective  hook  spacing,  effects  of  tidal 
currents  on  catches,  etc.  is  in  progress  in  several 
laboratories. .. (p.  208) 

Full  utilization  of  marine  living  resources  would  also 
require  the  utilization  of  discards.   These  vary  normally 
between  3  0%  and  50%  of  catches,  but  can  reach  as  high  as 
eight  times  the  landings  in  the  Gulf  of  Mexico  shrimp 
fishery.   Utilization  of  discards  raises  several  problems 
such  as  space  on  vessels  and  processing. . . (p.  211) 

Since  most  of  the  marine  fish  resources  are  nearly 
fully  exploited,  fishing  is  now  moving  from  a  hunting  stage 
to  one  of  cultivation  as  evidenced  in  this  decade  by  rapid 
expansion  of  mariculture. . .The  real  cultivation  state  in 
marine  fisheries  will  most  probably  start  with  manipulation 
or  steering  of  the  fish  ecosystems  at  large  with  a 
selective,  directed  fishing  effort. .. (p.  122,  emphasis 
added) 
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A  new  fairness  issue  might  be  the  "fairness  toward  the 
ecosystem"  —  i.e.,  utilization  of  the  production  in  a  fish 
ecosystem  for  the  optimum  provision  of  fish  and  other  marine 
organisms  consumed  by  humans... (p.  213) 

7.   A  BLUEPRINT  FOR  THE  YEAR  2  000.  Peter  Matthews, 
paper  presented  to  the  Oceans  Instutute  of  Canada 
International  Longlining  Symposium,  Halifax,  Nova  Scotia, 
November,  1990. 

Mr.  Matthews  is  Vice  President,  Fleet  Operation, 
Clearwater  Fine  Foods.   He  was  formerly  employed  by  the  U.K. 
White  Fish  Authority,  Industrial  Development  Unit.   His 
experience  includes  the  management  of  a  large  fleet  of  stern 
trawlers  and  offshore  longliners  on  the  Atlantic  coast  of 
Canada.   His  subject  was  "Costs  of  Longlining  vs.  Trawling". 

After  comparing  traditional  fixed  and  variable  costs 
for  the  operation  of  several  classes  of  vessel,  Mr.  Matthews 
offered  the  view  that  environmental  costs  must  be  factored 
into  the  equation  if  the  true  costs  of  catching  fish  are  to 
be  determined.   He  pointed  out  that  trawlers  off  the 
Atlantic  provinces  catch  fish  much  smaller  and  younger  than 
those  caught  by  longliners,  resulting  in  lost  fishing 
opportunity  from  the  fish  that  are  not  allowed  to  grow.   He 
also  stressed  that  the  discard  rate  of  longliners  in  the 
fishery  is  only  two  tenths  of  one  per  cent  of  their  harvest 
-  far  less  than  that  of  the  trawl  fleet.   His  list  of 
additional  costs  of  trawler  production  includes: 

-  The  cost  of  damaged,  discarded,  and  immature  fish; 

-  The  losses  to  the  fishery  due  to  the  harvest  of 
immature  fish  which  are  not  able  to  add  significant  weight 
or  to  spawn  before  they  are  harvested; 

-  The  loss  of  employment  caused  by  the  above; 

-  The  cost  to  society  (taxpayers)  of  the 
micromanagement  and  enforcement  necessary  to  police  the 
trawl  fishery  (which  he  believes  greatly  exceeds  the  cost  of 
managing  a  longline  fishery) ; 

-  The  cost  of  bailing  out  companies  and  communities 
after  stock  collapses  which  come  about  through  the 
acceleration  of  natural  cycles  by  the  overcapacity  and 
overexploitation  of  fish  stocks  by  trawlers; 

-  The  cost  of  innumerable  government  studies, 
commissions,  task  forces,  etc.,  to  assist  in  management;  and 

-  The  high  overhead  costs  that  managment  companies 
incur  to  control  and  administer  their  trawler  fleets  in 
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compliance  with  the  growing  web  of  regulations  designed  to 
implement  micromanagement  plans. 

He  concludes  that  if  these  costs  were  accurately 
measured  and  factored  in.  the  true  cost  of  landing  a  pound 
of  fish  with  a  trawler  would  be  significantly  higher  than  a 
pound  of  fish  landed  by  a  longliner.   He  argues  that  the 
"hidden"  costs  of  operating  trawl  fleets  are  a  worldwide 
problem  -  "There  might  have  been  a  few  lone  voices  out 
there,  trying  to  highlight  the  problems  with  trawler 
technonogy,  but  they  have  been  pushed  to  one  side  by  the 
majority,  myself  included,  who  had  only  one  desire  and  that 
was  to  catch  more  fish  'economically  '".   He  observes  that 
there  have  been  three  separate  government  studies  into  the 
state  of  the  Atlantic  groundfish  fishery,  all  of  which  have 
failed  to  recognize  that  one  of  the  major  problems  is  the 
technology  employed. 

Mr.  Matthews'  "Blueprint  for  the  Year  2000"  contains, 
among  others,  the  following  recommendations: 

a.  There  must  be  a  significant  phasing  out  of  offshore 
trawlers,  to  be  replaced  by  offshore  longliners.   Trawl 
technology  would  continue  to  be  used  to  catch  fish  such  as 
flatfish  and  shrimp  which  are  not  available  to  passive  gear; 

b.  The  groundfish  plan  must  be  amended  to  recognize 
that  different  fishing  technologies  have  different  impacts 
on  the  resource  -  and  that  these  impacts  should  be  taken 
into  account  in  making  allocations; 

c.  The  fisheries  managment  process  must  be  altered. 
The  current  consultative  process  favors  trawl  interests,  and 
longline  interests  should  be  better  represented.   Management 
by  "destructive  consensus"  must  cease; 

d.  Regulations  should  encourage  trawlers  to  switch  to 
longline  gear; 

e.  Longliners  should  be  managed  by  hook  size  only;  the 
hook  size  should  make  it  probable  that  the  fish  will  spawn 
at  least  twice  prior  to  capture; 

f.  A  special  program  should  be  developed  to  deal  with 
the  catching  of  northern  cod.   This  will  recognize  the 
necessity  of  using  trawl  technology  in  the  winter  due  to  ice 
conditions  on  the  grounds;  research  should  be  undertaken  to 
study  the  effect  of  trawling  during  the  spawning  period;  and 

g.  Cod  should  be  managed  by  numbers  of  fish  removed 
rather  than  by  volume.   An  average  size  of  19"  should  be 
required,  so  that  fish  have  an  opportunity  to  spawn  before 
being  harvested. 
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Mr.  Matthews  closes  his  presentation  by  observing  that 
the  conservation  problems  caused  by  excessive  use  of  trawl 
technology  had  been  identified  by  a  Royal  Commission  of 
Fisheries  as  early  as  1928.   He  calls  for  the  development  of 
a  fishery  which  gives  prominence  to  the  modern  longliner. 

8.   INDEPENDENT  REVIEW  OF  THE  STATE  OF  THE  NORTHERN  COD 
STOCK .  Dr.  L.  Harris,  Communications  Directorate,  Department 
of  Fisheries  and  Oceans,  Ottowa,  Ontario,  Canada,  February, 
1990. 

The  Harris  Commission,  appointed  to  examine  the  status 
of  northern  cod  stocks  off  the  Atlantic  coast  of  Canada  and 
to  make  recommendations  for  its  recovery  and  management, 
submitted  its  findings  and  recommendations  to  the  Minister 
of  Fisheries  and  Oceans  in  February  of  1990. 

The  Commission  found  that  the  Atlantic  cod  grounds  had 
been  exploited  since  the  1480 's,  that  the  cod  stocks  had 
provided  the  economic  foundation  for  settled  communities  in 
Newfoundland,  Laborador,  and  Nova  Scotia,  and  that  overall 
the  stocks  had  historically  sustained  the  fishing  pressure 
imposed  upon  them  without  exhibiting  any  obvious  sign  of 
decreasing  abundance. 

"By  the  middle  of  the  twentieth  century,  however,  new 
fishing  technologies  were  being  introduced  at  an 
increasingly  rapid  rate.   Chief  among  them  was  the 
comparatively  heavily  powered  vessel  equipped  with  otter 
trawls  that  was  capable  of  fishing  in  deeper  waters  than 
were  heretofore  accessible  and  of  exploiting  the  large 
concentrations  of  fish  that  at  the  end  of  their  autumn 
migrations  were  assembled  for  spawning  in  the  outer  shelf 
regions  of  the  several  offshore  banks."  Newly  improved 
gillnetters  also  participated  in  this  offshore  fishery. 

Later  the  modern  factory  trawler  arrived.   "Then  came 
the  burgeoning  of  offshore  technology,  with  West  Germany  in 
the  vanguard  and  other  European  nations  quickly  following 
and  the  notorious  assault  upon  the  spawning  aggregations  on 
the  northern  banks  during  the  late  1960s  and  1970s.   With 
catches  reaching  800,000  tons  in  the  peak  year  of  1968,  the 
predictable  result  was  a  collapse  of  the  stock  with  inshore 
landings  falling  to  figures  lower  than  any  recorded  in  the 
previous  centuries."   (Emphasis  added.   Note  that  since 
implementation  of  the  Magnuson  Act  such  uncontrolled 
exploitation  has  been  preventable,  and  has  not  occurred  off 
Alaska. ) 

In  1977  Canada  declared  a  two  hundred  mile  management 
zone,  and  adopted  a  management  strategy  aimed  at  rebuilding 
depleted  stocks  and  establishing  fishing  strategies  which 
would  ensure  their  long-term  viability.   Ten  years  later  it 
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became  apparent  that  the  strategy  was  not  working.   The 
Harris  Cominission  found  that  scientists  and  managers  had 
placed  excessive  faith  in  mathematical  modelling  techniques 
and  short  data  series,  and  had  failed  to  recognize  the 
statistical  inadequacies  in  their  biomass  assessments. 
These  difficulties  were  compounded  by  the  misreporting  of 
catches,  bycatches,  and  discard  rates,  and  other  significant 
inaccuracies  in  the  commercial  catch  data. 

After  examining  the  siutation  extensively  and  holding 
numerous  public  hearings  to  gather  testimony,  the  Commission 
made  management  recommendations,  including  the  following: 

a.  That  fishing  mortality  imposed  on  northern  cod 
stocks  should  be  reduced; 

b.  That  fishing  mortalities  imposed  during  the 
spawning  period  should  be  reduced  through  a  combination  of 
seasonal  closures  and  catch  reductions.   (The  Commission 
concluded  that  the  state  of  current  knowledge  is  such  that 
it  could  not  answer  the  question  whether  intense  fishing  on 
spawning  cod  populations  disturbs  either  the  mating  behavior 
or  the  spawning  success  of  the  stocks,  or  leads  to  localized 
depletions  -  and  that  conservative  management  is  required) ; 

c.  That  for  both  biological  and  economic  reasons  the 
size  selectivity  of  traps,  trawls,  gillnetts,  and  other  gear 
types  should  be  examined  immediately  to  reduce  the  harvest 
and  bycatch  of  cod  less  than  six  years  of  age;  and 

d.  That  fishing  effort  by  large  trawlers  should  be 
distributed  among  statistical  areas  to  reflect  the 
distribution  of  exploitable  cod  biomass. 

REPORT  OF  THE  IMPLEMENTATION  TASK  FORCE  ON  NORTHERN 
COD.  E.  B.  Dunne,  Fisheries  and  Oceans,  October,  1990. 

The  Harris  Commission's  main  recommendations  on  cod 
stock  management  (above)  involved  reducing  the  level  of 
catch,  restrictions  on  fishing  activity  during  the  spawning 
season,  reducing  the  catch  of  small  fish  and  ensuring 
offshore  trawl  effort  is  distributed  over  all  components  of 
the  stock.   An  Implementation  Task  Force  appointed  to  follow 
up  on  these  recommendations  reached  the  following 
conclusions: 

a.  That  stock  rebuilding  must  be  started  with  an 
immediate,  even  if  modest,  reduction  in  catch; 

b.  That  directed  fishing  for  northern  cod  should  be 
prohibited  during  the  peak  spawning  season; 

c.  That  in  order  to  protect  small  cod  a  minimum  size 
should  apply  to  trap-caught  cod  and  the  trap  mesh  should  be 
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increased  in  size,  that  trawl  meshes  should  be  increased  in 
size,  that  a  minimum  hook  size  should  be  established  for 
hand  lines  and  longlines,  and  that  non-cod  directed 
fisheries  should  be  managed  to  eliminate  the  catch  of  small 
cod ;  and 

d.   That  proportionate  harvesting  requirements  by 
statistical  area  be  maintained. 
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North 
Pacific 
Longline 
Association 


January  15,  1993 


Membership 

North  Pacific  Fishery  Management  Council 
Scientific  and  Statistical  Committee 
Advisory  Panel 

R£:   Hoolc  Straightening,  Longline  Research,  Autoline  Videos 

Dear  Member: 

Enclosed  please  find  a  cassette  containing  three  videos 
on  longlining.   With  the  assistance  of  the  NMFS  Observer 
Progreun,  the  NPLA  has  distributed  copies  to  all  freezer- 
longliners  operating  off  Alaska,  and  to  their  home  offices. 
We  are  hopeful  that  you  will  have  time  to  view  it  at  your 
leisvire,  and  to  consider  the  information  it  conveys.   The 
subjects  are  as  follows: 

I.   Hook  Straightening 

The  first  video  was  made  during  the  1992  NMFS  longline 
survey.   It  demonstrates  the  "hook  straightening"  technique 
included  in  the  careful  release  regulation  recently  adopted 
by  the  Council.   Note  that  the  straightened  hook  simply 
pulls  out  of  the  fish  as  it  entered,  leaving  only  a  small 
puncture  wound.   Most  halibut  caught  on  the  modified  circle 
hooks  used  on  the  autolining  systems  are  hooked  in  the 
corner  of  the  mouth,  meiking  removal  easy.   The  hauling  is 
done  slowly  at  the  beginning  of  the  video,  to  demonstrate 
the  straightening  technique  -  towards  the  end,  halibut  are 
released  at  normal  hauling  speed.   It  is  reported  that  it  is 
easier  to  employ  the  technique  at  normal  hauling  speed.   The 
recent  pilot  study  by  the  Fisheries  Research  Institute  found 
that  deck  exposure  time  is  significant  in  halibut  bycatch 
survival  -  note  that  carefully  released  halibut  never  reach 
the  deck,  and  are  out  of  the  water  for  only  a  few  seconds. 
Because  the  survey  is  on  designated  stations  a  variety  of 
fish  is  taken,  from  deep  and  shallow  water  -  black  cod,  true 
cod,  rock  fish,  skates,  arrowtooth  flounder  (I  am  advised 
that  the  halibut-like  fish  which  floats  away  from  the  boat 
is  a  flounder) .   This  portion  of  the  video  is  silent. 
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Enclosed  also  are  two  NPLA  bulletins  on  careful  release 
which  were  delivered  to  the  vessels  and  to  their  home 
offices. 


II.   Lonaline  Fishing  and  Research 

This  video,  prepared  by  the  Institute  of  Fisheries 
Technology  Research  in  Bergen,  Norway,  demonstrates  the 
techniques  and  advantages  of  a  mature  longline  fishery.   It 
discusses  developments  over  the  last  fifteen  years  which 
have  greatly  increased  the  effectiveness  of  longlining,  and 
ongoing  research.   It  demonstrates  the  longline  catching 
cycle;  the  function  of  bait;  hook,  gangion  and  swivel 
development;  species  and  size  selectivity.   It  offers 
insight  into  the  concept  of  conservation-oriented  fishing  - 
species  and  size  selectivity,  fish  quality,  environmental 
impacts,  energy  conservation.   It  also  madces  the  point  that 
in  Norway,  the  cod  fishery  is  a  winter  fishery.   The 
enclosed  paper,  "Recent  Developments  in  Longline  Fishing  — 
Catching  Performance  and  Conservation  Aspects",  reviews 
these  issues  amd  is  well  worth  reading. 

III.   Mustad  Autoline  System 

This  video,  prepared  by  Mustad  of  Norway,  demonstrates 
the  function  of  a  modern  autoline  system.   Mustad  autoline 
systems  are  employed  on  most  of  the  freezer-longliners 
working  off  Alaska. 

Enclosed  also  is  a  copy  of  Council  Document  No.  13, 
"Reducing  the  Incidental  Catch  of  Prohibited  Species  in  the 
Bering  Sea  Groundfisb  Fishery  Through  Gear  Restrictions", 
reprinted  as  IPHC  Technical  Report  No.  19,  1982.   This 
document  is  also  worth  reviewing. 

These  materials  illustrate  the  potential  effectiveness 
of  hook-and-line  operations.   As  time  passes  we  expect  to 
improve  our  harvesting  techniques  so  that  we  can  harvest 
fish  of  the  correct  species  and  size,  while  minimizing 
bycatch  and  associted  mortality. 

We  hope  that  these  materials  prove  interesting,  and 
that  they  will  help  you  to  appreciate  the  value  of 
conservation-oriented  fishing  in  this  period  of  increasing 
environmental  consciousness . 


Sincerely, 
Thorn  Smith 
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DATE:  December  22/  1992 

TO:  ALL  PHEEZES-LONGLIIIERS 

PROM:  UPLA  -  Thorn  Smith 

SUBJECT:  CAREPUL  RELEASE  OP  HALIBUT  -  READ  THIS ! ! ! 

PAGES :  1 

STARTING  JANUARY  1.  1993.  ALL  HOOK-MTD-LINE  HALIBUT 
BYCATCH  MUST  BE  CAREFULLY  RELEASED  BSPORE  COMING  ABOARD  THE 
VESSEL  (UNLESS  AN  OBSERVER  ASKS  YOU  TO  BRING  THEM  ABOARD) . 
THIS  MEANS  EACH  AND  EVERY  HALIBUT.  EVEN  IF  YOU  HAVE  TO  STOP 
THE  HAULER. 

CAREFUL  RELEASE  MEANS: 

1.  CUT  THE  GANGION  BEFORE  THE  HALIBUT  HITS  THE  BOAT; 

2.  "SHAKE"  THE  HALIBUT  BY  GENTLY  TWISTING  THE  HOOK  OUT 
OP  THE  LIP  WITH  THE  CURVE  OP  THE  GAPP;  OR 

3.  CAREFULLY  RELEASE  THE  HALIBUT  BY  OTHER  MEANS  SUCH 
AS  STRAIGHTENING  THE  HOOK  (WE  HAVE  PROVIDED  A  VIDEO  WHICH 
DEMONSTRATES  THIS  TECHNIQUE) . 

NEVER  TREAT  THE  HALIBUT  ROUGHLY,  OR  STICK  THEM  WITH  THE 
GAFF  OR  ANY  OTHER  INSTRUMENT. 

THE  COUNCIL  VOTED  TO  IMPLEMENT  THIS  REGULATION  BY 
EMERGENCY  RULE.   THE  LAST  VESSEL  CITED  FOR  "HORNING"  HALIBUT 
WAS  ASSESSED  $25,000. 

WE  ARE  LIMITED  BY  A  STRICT  HALIBUT  BYCATCH  MORTALITY 
CAP  -  WHEN  WE  REACH  825  MT,  OUR  COD  FISHERY  IN  THE  BSAI  IS 
SHUT  DOWN.   WE  WOULD  HAVE  BEEN  SHUT  DOWN  SIZ  WEEKS  EARLIER 
IN  1992  IF  NMFS  HAD  THE  BYCATCH  CAPS  IN  PLACE.   CAREFUL 
RELEASE  OF  HALIBUT  WILL  REDUCE  OUR  ASSUMED  HALIBUT  MORTALITY 
RATE,  AND  MAKE  OUR  CAP  LAST  LONGER. 

PLEASE  BE  CERTAIN  YOU  RELEASE  EACH  AND  EVERY  HALIBUT 
CAREFULLY.   CO-OPERATE  WITH  YOUR  OBSERVER  SO  HE  OR  SHE  WILL 
REPORT  YOUR  CAREFUL  HANDLING.   ASSIST  THE  OBSERVERS  A3 
REQUESTED  30  THEY  CAN  COLLECT  DATA  ON  THE  CONDITION  AND  SIZE 
OP  PISH  RELEASED. 

OUR  FISHERY  AND  OUR  LIVELIHOODS  DEPEND  ON  YOU! 


4209  21st  Avenue  West,  Suite  300.  Seattle.  Washington  98199 
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DATE:  December  23,  1992 

TO:  All  ?reezer-Longlisers 

7R0M:  NFLA  -  Thorn  Smith 

SUBJECT:  Careful  Release  Video 

PAGES:  1 


9 


The  NPLA  has  copied  and  will  distribute  the  "careful 
halibut  release"  video  made  diiriag  the  HM7S  summer  longline 
cruise.   It  demonstrates  the  hook  straightening  technique 
which  is  favored  by  the  IPHC.   You  will  see  that  the  halibut 
suffers  only  a  small  exit  wound  when  the  hook  is 
straightened. 

The  "hooJc  straightening"  portion  of  the  video  is 
silent.   During  the  first  part  of  the  demonstration  the 
hauling  operation  is  slowed  down  or  stopped,  to  show  how  the 
gaff  engages  and  straightens  the  hook.   Later  the  operation 
is  performed  at  normal  hauling  speed  -  it  is  reportedly 
easier  to  straighten  the  hooks  at  normal  speed. 

The  IPHC  is  very  optimistic  about  this  careful  release 
procedure  -  they  think  we  might  be  able  to  get  our  assumed 
mortality  below  7%  if  everyone  uses  this  technique. 
Whatever  technique  you  decide  to  use  -  gangion  cutting, 
shaking  or  hook  straightening,  please  be  sure  that  all 
halibut  are  carefully  released  before  they  come  on  board 
(unless  the  observer  asks  that  they  come  on  board  -  in  which 
case  we  should  co-operate  while  they  collect  condition  and 
size  data) . 

Above  all,  co-operate  with  your  observer!   He  or  she 
will  record  yovir  handling  techniques,  which  will  translate 
into  a  mortality  rate. 

We  have  delivered  "careful  release"  videos  to  the  NMPS 
Observer  Program.   The  obseorvers  will  take  a  video  to  each 
freezer-longliner  along  with  the  attached  announcement  dated 
December  22.   They  will  deliver  the  videos  to  the  vessel's 
captain,  and  explain  the  program. 

We  have  dubbed  videos  on  Norwegian  longline  research 
and  the  Mustad  Autoline  system  onto  the  tape,  for  yoxir 
information. 

PLEASE  HELP  MAKE  THIS  PROGRAM  A  SUCCESS! 


4209  21sl  Avenue  West,  Suite  300,  Seattle,  Wotfilngton  98 199 
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ABSTRACT 

The  retention  of  several  fully-utilized  species  (salmon,  halibut,  and  crab)  is  prohibited  in 
the  Benng  Sea  groundfish  fisheries.  These  prohibited  species,  however,  are  caught 
incidentally  to  groundfish.  and  the  incidental  catch  reduces  the  yield  available  to  the 
direaed  fisheries.  The  incidental  catch  of  prohibited  species  is  generally  less  with  longlines 
or  off-bottom  trawls  than  with  on-bottom  trawls.  Thus,  one  possible  solution  is  to  restrict 
the  type  of  gear  used  in  the  groundfish  fisher>'.  This  report  examines  theeffea  of  restncting 
on-bottom  trawls  with  respect  to  the  production  of  groundfish  as  well  as  the  catch  of 
prohibited  species.  The  results  suggest  that  most  of  the  available  groundfish  could  be 
harvested  with  longlines  and  off-bottom  trawls  with  a  substantial  reduction  (over  80^)  m 
the  incidental  catch  of  prohibited  species.  Allowing  limited  on-bottom  trawling  for 
flounders  could  minimize  the  loss  of  groundfish  produaion  and  still  provide  for  a 
reduaion  (over  609c)  in  the  catch  of  prohibited  species.  Economic  considerations  were  not 
examined,  although  the  repon  recognizes  that  gear  resiriaions  would  likely  increase  the 
harvesting  cost  of  some  groundfish  species. 
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I.     Reducing  the  Incidental  Catch  of  Prohibited  Species 
in  the  Bering  Sea  Groundfish  Fishery  Through  Gear  Restrictions 

by 
Vidar  C.  Wespestad'.  Stephen  H.  Hoag^.  and  Renoid  Narita' 

INTRODUCTION 

In  the  Bering  Sea  groundfish  fisheries,  the  retention  o(  salmon  COnchorhynchus  sppj. 
halibut  (Hippoglossus  sienolepis),  king  crab  ( Paraiiihodes  sppj,  and  Tanner  crab 
(Chionoeceies  spp.;  is  prohibited.  These  species  are  essentially  fully  utilized  in  directed 
fisheries,  and  trawls  (the  pnmary  gear  used  in  the  groundfish  fishenes)  tend  to  catch 
individuals  of  sub-optimal  size.  Also,  most  groundfish  are  harvested  by  foreign  nationals 
whereas  the  directed  fisheries  are  by  United  States  nationals.  Prohibiting  retention  is 
intended  to  eliminate  any  incentive  to  direa  fishing  effort  on  these  species,  all  of  which  are 
oi  higher  unit  economic  value  than  groundfish.  Nevenheless.  these  species  are  caught 
incidentally  and  many  die  from  injuries  received  dunng  capture.  This  incidental  catch  not 
only  reduces  the  yield  available  to  the  directed  fishenes.  but  constitutes  a  consen-ation  and 
management  problem  in  that  the  catch  is  unspecified  and  difficult  to  estimate  precisely. 
Hence,  the  incidental  catch  combined  with  the  directed  catch  may  result  in  excessive 
e.xploitation.  This  was  apparently  the  case  with  halibut  stocks  in  the  1 960's  and  1970's  ( Bell 
1970.  Skud  1973.  Hoag  1976). 

Hoag  and  Skud  ( 1975)  examined  general  management  approaches  to  the  problem  of 
incidental  catches  in  a  multi-species  fishery,  and  the  Nonh  Pacific  Fishery  .Management 
Council  (unpublished)^  has  examined  specific  management  options  for  the  Benng  Sea 
groundfish  fishery.  One  of  the  options  that  could  reduce  incidental  catches,  while 
permitting  harvesting  of  most  groundfish  species,  is  some  form  of  gear  restnction. 

This  repon  e.xamines  two  possible  management  alternatives  involving  gear  restnctions: 
(1)  prohibit  on-bottom  trawls  m  all  areas,  i.e..  groundfish  will  be  harvested  only  wuh 
longlinesand  off-boitomtrawls(trawls  wherethefootropeof  thenet  is  not  in  contact  with 
the  bottom);  (2)  on-bottom  gear  will  be  allowed  only  in  areas  defined  as  yellow  tin  sole 
(Limanda asperaj or turbot  (Atheresihes stomias.  Reinhardtius hippoglossoides) grounds. 
These  grounds  would  include  the  area  of  Bnstol  Bay  shallower  than  1 00  meters  (yellowfin 
sole  grounds)  and  the  edge  of  the  shelf  deeper  than  300  meters  (turbot  grounds).  Off- 
bottom  trawls  or  longline  gear  would  be  allowed  in  ail  areas. 

Other  management  alternatives  obviously  could  be  examined.  We  chose  Alternative.!  1 ) 
because  it  appeared  to  provide  maximum  proteaion  for  prohibited  species  and  requires 
the  greatest  adjustment  for  the  groundfish  fishenes.  Thus.  Alternative  ( 1)  provides  an 
upper  limit  to  the  potential  benefits  and  costs  of  using  off-bottom  trawls  and  longlines  to 
harvest  groundfish.  Alternative  (2)  is  less  restnctive  and  allows  for  harvesting  fish  which 
cannot  be  caught  efficiently  with  off-bottom  trawls. 


'   U.S.  Department  of  Commerce.  .NOAA.  .Nationai  Manne  Fishenes  Service.  Nonhwest  and  Alaska  Fishenes 

Center.  2725  .Momiake  Blvd.  East.  Seattle.  WA  981 11 

-  Imemaiional  Ricific  Halibut  Commission. 

"Reduang  the  mademal  catch  oi'  prohibited  species  by  foreign  groundfish  tlshenes  m  the  Benng  Sea. 

anpublished  report.  Working  Group  on  Prohibited  Speaes.  Noah  fticific  Fishery  Management  Council. 

January  1980. 
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In  evaluating  these  alternatives,  the  effea  of  gear  restriaions  on  the  groundfish  harvest 
was  evaluated  as  well  as  the  potential  reductions  in  the  catch  of  prohibited  species.  Data 
collected  by  U.S.  observers  aboard  foreign  fishing  vessels  during  1977-1979  were  used  in 
the  evaluation.  Catch  rates  for  prohibited  species  (kg  per  mt  of  groundfish)  were  estimated 
for  various  gear  types  and  target  species,  and  these  rates  were  projected  to  the  estimated 
groundfish  catch  that  would  occur  under  the  iwo  alternatives.  The  economic  implications 
of  gear  restrictions  were  not  examined  in  this  study. 


TREATMENT  OF  DATA 

To  examine  the  question  of  the  effectiveness  of  gear  restriaions  as  a  means  of  reducing 
the  incidental  catch  of  prohibited  species,  the  1977-1979  observer  data  files  on  catches  of 
groundfish  and  prohibited  species  collected  and  maintained  by  the  U.S.  National  Marine 
Fishenes  Services  were  utilized.  The  organization  and  contents  of  these  files  have  been 
presented  by  French  et  al.  (1981). 

Data  in  the  observer  files  are  recorded  b\  individual  hauls.  Haul  records  were 
aggregated  into  five  gear-target  fisher,  categones: 

( i )  off-bottom  trawl,  pollock  and  other  available  species 

(2)  on-bottom  trawl,  yellowfin  sole 

(3)  on-bottom  trawl,  turbot 

(4)  longline.  Pacific  cod  (Gadus  macrocephalus) 

(5)  longline.  sablefish  fAnoplopoma  fimbria)  dnd  turbot 

The  average  rate  of  incidence  of  halibut,  salmon.  Tanner  crab  and  king  crab  in  each 
category  was  estimated  during  1977-1979  (Table  1).  In  reality,  factors  such  as  time.  area, 
and  depth  also  affect  rates  of  incidence,  and  to  some  degree  complicate  the  results. 
However,  as  discussed  below,  the  five  gear-target  categones  are  generally  distinct,  and  we 
consider  the  incidence  rates  in  Table  I  to  be  indicative  of  the  differences  associated  with 
each  categon..  In  any  event,  it  is  not  possible  to  predia  what  changes  might  occur  within 
each  category  if  gear  restriaions  were  instituted. 


Table  I.     Estimaied  caich  raies  (kg  per  m.i.  of  groundfish  catch)  for  prohibited  species  by  gear  and  target 
species  in  the  Benng  Sea. 


Prohibited  Spccia  Citcti  Rate 

GMr/Tart«t  Spccia 

Halibut 

Turner 
Crab 

Kint 
Crab 

Salmon 

Off-bottom  trawl 
.Ml  available  speaes 

0.010 

0.016 

0.006 

0.03? 

On-bottom  trawl 
Yellowfin  sole 
Turbot 

0.499 
9.l«> 

6.86! 
11   169 

o.5r 

5.704 

o.o:o 

0.051 

Longline 
Pacific  cod 
Sablefish-turbot 

4.019* 

I.50.V 

0.000* 
0.000* 

0.000- 
0000* 

0.010 
0.000 

•Adjusted  for  an  estimated  survival  of  "S'^  for  halibut  and  100*7  for  Tanner  and  king  crab 
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The  pollock  fishery  is  the  largest  in  the  Bering  Sea.  accounting  for  over  74<^  otthe  total 
groundfish  caich  (Bakkala  et  al.  unpublished)'.  The  fishery  is  concentrated  along  the 
continental  slope  and  most  catches  are  made  in  depths  between  100-200  m.  Pollock  are 
semi-demersal,  occurring  on-  and  otf-bottom.  Observers  do  not  record  whether  individual 
hauls  are  on-  or  off-bottom  hauls:  however,  observer  repons  note  that  Polish  vessels 
exclusively  utilize  pelagic  trawls  and  U.S.S.R.  vessels  generally  fish  otf-bottom.  while 
Japanese  and  Korean  vessels  trawl  on-bottom.  Observer  reports  also  note  that  off-bottom 
hauls  are  almost  entirely  pollock.  Therefore,  to  estimate  the  incidental  catch  rates  of 
prohibited  species  in  off-bottom  trawls,  data  from  Soviet  and  Polish  hauls  containing  at 
least  98<^  pollock  were  utilized. 

The  yellowfm  sole  fishery  occurs  on  the  Bering  Sea  shelf  in  waters  less  than  100  m.  Catch 
rates  were  based  on  hauls  containing  at  least  50^  yellowfin  sole  observed  on  Japanese 
motherships  and  U.S.S.R.  large  trawlers,  the  two  vessel  classes  which  account  for  most  of 
the  yellowfin  sole  catch. 

A  distinct  deep  water  fishery  occurs  along  the  outer  continental  slope  for  turbot.  which 
are  fished  primarily  by  Japanese  small  trawlers.  Turbot  are  the  major  portion  of  the  catch 
at  depths  over  300  m  whereas  pollock  and  Pacific  cod  are  the  priman.'  species  caught  m 
shallower  water. 

Data  from  Japanese  longlines  were  available  separately  for  depths  less  than  500  m  and 
depths  greater  than  500  m.  Observer  reports  show  that  at  depths  less  than  500  m  the  target 
species  is  Pacific  cod.  while  at  depths  greater  than  500  m  sablefish  is  the  target  species. 

.All  prohibited  speaes  captured  in  trawls  were  assumed  to  be  dead,  based  on  reports  of 
observers  aboard  foreign  vessels  (U.S.  National  Manne  Fisheries  Service  unpublished) 
and  studies  conducted  by  Hoag(  1975).  Observerson  trawl  vessels  subjectively  examine  the 
condition  of  prohibited  species  in  the  catch.  They  report  that  nearly  all  of  the  salmon  are 
dead  when  returned  to  the  sea.  that  halibut  viability  ranges  from  0-1 0'l:.  and  that  many  of 
those  released  alive  are  eaten  by  sea  lions  following  the  vessels.  The  survival  rate  of  king 
and  Tanner  crab  is  uncenain.  but  a  high  percentage  is  noted  to  have  crushed  carapaces  or 
severe  appendage  loss  which  indicates  a  very  low  probability  of  survival. 

Catch  rates  for  longline  gear  were  adjusted  for  the  following  survival  rates:  'S't  lor 
halibut.  100*^  for  Tanner  and  king  crab,  and  0<^  for  salmon.  These  rates  are 
approximations  based  on  unpublished  reports  from  U.S.  observers  on  foreign  vessels. 
joint  U.S.-Japan  longline  surveys,  and  the  International  Pacit'ic  Halibut  Commission. 


ESTIMATED  CATCH  OF  GROUNDFISH 

In  1976.  Canada.  Japan,  and  the  United  States  cooperated  in  a  joint  study  to  test  a 
Japanese  off-bottom  trawl,  designed  to  reduce  the  incidental  catch  of  halibut  ( Pereyra  et 
al.  unpublished)-.  The  study  involved  four  Japanese  stern  trawlers  in  the  southeastern 
Bering  Sea  during  January  I  through  May  15.  The  vessels  fished  in  pairs  with  one  vessel 


'  Bakkala.  R..  V  Wespcbiad.  L.  Low.  and  J.  Traynor.  19X0.  CondUlonolground^l^h  resources  ol  the  eastern 
Benng  Sea  and  Aleutian  Islands  Region  in  iWO.  (Document  tubmiited  to  the  annual  meeting  oi  the 
Imemaiional  North  fticit'ic  Fisheries  Commission.  Anchoraw.  Alaska.  October  N80.)  Vational  Marine 
Fishenes  Service.  .Nonhwest  and  Alaska  Fisheries  Center.  "^8  p. 

-  Psreyra.  W..  I.  Ellis.  S.  Hoag.  and  S.  J.  Westrheim.  1976.  Results  of  comparative  testing  of  the  Japanese 
off-bo(iom  trawl  designed  to  reduce  the  incidental  catch  of  halibut.  I  Document  submitted  to  the  annual  meeting 
of  the  Intentauonal  North  Ricuic  Fishenes  Commission.  Tokyo.  Japan.  October  1976.)  National  Marine 
Fishenes  Service.  Nonhwesi  and  Alaska  Fishenes  Center.  24  p. 
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using  the  experimental  off-bottom  trawl  and  the  other  aciing  as  a  control,  using  a  standard 
on-bottom  trawl.  The  experimental  off-bottom  trawl  differed  from  the  on-bottom  trawl  in 
the  following  manner:  ( I)  the  footrope  was  attached  to  a  groundrope  by  90  cm  lengths  of 
chain:  (2)  the  groundrope  was  adjusted  to  position  it  directly  under  the  footrope:  and  (3) 
floats  were  placed  in  two  rows  along  the  upper  body  of  the  net  for  greater  buoyancy. 
Testing  results  indicated  that  the  footrope  would  be  about  70  cm  above  the  bottom  at  a 
trawling  speed  of  3  knots. 

The  results  from  the  comparatne  tests  (Table  2)  showed  that  groundfish  catches  in 
off-bottom  trawls  are  equal  to  or  greater  than  those  in  on-bottom  trawls.  The  detailed 
species  composition  of  the  groundfish  catch  was  not  available,  but  the  catch  consisted 
primarily  of  pollock.  The  incidence  rates  of  halibut  observed  were  bubsiantialK  lower  in 
the  off-bottom  trawls,  although  the  rates  were  greater  than  those  shown  in  Table  1  because 
the  experiment  was  conducted  in  an  area  which  contains  high  densities  ol  halibut  and  is 
not  open  to  foreign  trawl  fisheries.  Based  on  these  findings  and  on  the  fact  that  So\  let  and 
Polish  vessels  traditionalh  fish  pollock  u  uh  off-bottom  traw  Is.  we  concluded  that  pollock 
can  be  fully  harvested  wiih  off-bottom  trawls. 

Table  2.     Results  IromcomparaciveieMinc  ol  aJapaneieolf-bottomtrawKlrom  Pere\raet  a  I.  unpublished) 
Tniwl  Type  Januan  Frbruan  March  April  Via*  Averagf' 


Number  ol  Hauls 


On- Bottom 

74 

Of  1- Bottom 

9^ 

On-Bottom 

126 

Off-Bottom 

3..'." 

On- Bottom 

1  40 

Off- Bottom 

0,-4 

On-Bottom 

10.2 

Off-Botiom 

12.S 

1,40 

l-"5 


0,7? 


45 

55 

56 

75 

Mean  Weicht  of  Halibut  (ke) 

1.98 

1,9? 

1,74 

1,91 

Incidence  of  Halibut  (k 

g  mi  Halibuti 

7.35 

1," 

2.29 

1.52 

All- 

■Species  Catch  Rate  imi  per  houn- 

S,6  ■»  6  S.6 

9,0  ■,-  b,3 


1,56 

1,89 

2.09 

2,  lb 

097 

3  M 

1.19 

1,48 

1  - 

S.S 

-,o 

9  5 

Unweighted  average  over  months  of  January-Apnl. 
-  PnmariK  pollock. 

Comparative  catch  data  are  not  available  for  other  species,  but  squid  (Loligo  spp.;. 
.Atka  mackerel  ( Pleurogrammus  monopterygiusj.  and  rockfish  fSebasres  spp.y  probabh 
can  be  at  least  partially  harvested  with  off-bottom  trawls  because  these  species  are  often 
found  off-bottom.  Pacific  cod  tend  to  be  close  to  the  bottom,  and  probably  cannot  be  I'ulh 
harvested  with  off-bottom  trawls.  However.  Pacific  cod  can  be  effectiveh  taken  with 
longline  gear.  SimilarK.  longlines  could  harvest  sablefish  and  large  flounders  (primanlx 
turbot). 

Yellowfin  sole  and  other  flounders  could  not  be  harvested  with  either  off-bottom  traw  Is 
or  longlines.  To  harvest  these  species  would  require  allowing  on-bottom  trawls  m  at  least 
limited  areas  or  time  penods  such  as  suggested  under  Alternative  (2). 

The  impact  of  gear  restrictions  on  the  groundfish  harvest  is  difficult  to  predict  because 
the  catch  rates  and  costs  of  fishing  for  some  species  with  off-bottom  irawli  and  longlines 
are  unknown.  Using  1 977- 1 979  actual  catches  as  a  basis  for  comparison  and  assuming  that 
off-bottom  trawls  and  longlines  are  economically  viable,  we  estimate  that  1 2'~c  ol  the  total 
groundfish  production,  or  157.615  mt.  would  be  lost  under  Alternative  (I)  (Table  3), 
Although  some  additional  loss  in  production  is  likely  because  off-bottom  trawls  and 

10 
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Tabic  3.  Average  catch  (tntioCgroundfistuJunng  1 977- 1979  and  the  projected  catch  that  might  have  occurred 
under  the  propo!>ed  management  aiternaiives  il  olf-bottom  irawls  and  longlmes  dre  an  economically  viable 
method  ol  harvesting. 


• 

Averace  Caidi 

Projected  Catch 

Allema-                       Xltenia- 

Species 

1977.|97<» 

Gear 

ti»e(l)                       nve(2) 

Pollock 

966.692 

Olf-bottom  trawl 

966.692                    966.692 

Squid 

8.262 

Oft-bottom  irawl 

8.262                      .S.262 

Atka  mackerel 

23.-45 

Off-bottom  trawl 

23.745                   23.-45 

fticific  ocean  perch 

8.350 

Off-bottom  trawl 

8.350                      8.350 

fticific  cod  -  Trawl 

37.-33 

Off-bottom  trawl 

20.682                     20.682 

-  Lonidine 

3.631 

Lonisline 

20.682                     20.682 

Sablefibh 

3.323 

Lonidine 

3.323                     3.323 

Yellowfin  sole  and 

other  tlounder 

131657 

On-bottom  trawl 

0                   1 31657 

Turboi  -  Trawl 

47.901 

On-bottom  trawl 

0                      47.901 

-  Lonuline 

2.014 

Lonitline 

24.958                      1014 

Other 

76.985 

Off-bottom  trawl 

38.492                    .'S.492 

Longline 

38.492                     38.492 

Total 

1.311.293 

1.153.678                1.311.293 

longiines  probably  are  not  efficient  for  some  species,  all  available  evidence  suggests  that 
pollock  can  be  essentially  fully  harvested  with  off-bottom  trawls.  Therefore,  an  upper 
bound  on  the  loss  can  be  calculated  by  assuming  that  only  pollock  would  be  harvested 
under  .Alternative ( I),  .-\gain  using  1977-I979catchdata.  the  harvest  would  be  966.692  mt. 
and  the  loss  would  be  26<^.  344.600  mt.  The  loss  in  groundfish  production  under 
Alternative  (2)  should  be  minimal  because  on-bottom  trawling  is  allowed.  A  reduction  in 
the  catch  of  species  such  as  Pacific  ocean  perch  (Sebasies  aluius)  and  Atka  mackerel  is 
possible  but  these  species  represent  a  relatively  minor  pan  of  the  total  groundfish  comple.\. 


ESTIMATED  SAVINGS  OF  PROHIBITED  SPECIES 

The  catches  of  prohibited  species  that  would  occur  under  Alternatn  es  ( 1 )  and  1 2)  were 
estimated  by  e.xtrapolating  the  catch  rates  from  Table  I  to  the  protected  groundfish  catch 
m  Table  3.  The  results  by  gear  and  target  species  are  given  in  Table  4  The  ebtimated  catch 
was  then  compared  to  the  obsen. ed  catch  ( 1 977- 1 979  average),  and  the  ba\  ings  i  difference ) 
was  calculated  (Table  5). 

■Alternative  (  I)  greatly  reduced  the  catch  of  all  prohibited  species:  halibut  catcher  were 
reduced  by  about  92*^.  Tanner  crab  catches  and  king  crab  catcher  by  99^^.  and  ^almo^ 
catches  bv  over  80O.  .Alternative  (2)  also  reduced  catches  o(  prohibited  ^pecieb  but  the 
reductions  were  less  than  for  Alternative  ( 1).  High  incidental  catches  oi  halibut  and  crab 
were  estimated  for  the  on-bottom  trawl  fishery  for  turbot.  and  large  catches  oi  Tanner  crab 
occurred  in  the  yellowfin  sole  fishery. 

A  reduction  in  the  allowable  catch  of  yellowfin  sole,  other  fiounder.  and  turbot  would, 
in  turn,  reduce  the  catch  of  prohibited  species.  For  e.xample.  if  the  optimum  yield  oi  all 
flounder  species  were  reduced  by  50^7  under  Alternative  (2).  the  estimated  catch  imt)  o( 
prohibited  species  would  be: 


Halibut 
460 


Tanner 
crab 
751 


King 
crab 
182 


Salmon 
38 
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Table  4.     The  esumated  catches  of  prohibited  species  by  gear  and  target  species  under  Alternatives  ( I )  and  (2). 


ProMbMad  Spcoa  Caidi  imxl* 

Tuner 

Kint 

C«w/Taricl  Specie 

Halibut 

Crab 

Crab 

Sainton 

Alternative  ( 1 ) 

Off-bottom  irawl 

All  available  species 

10.6 

16.9 

6.3 

34.8 

Longline 

F^cific  cod 

124.7 

0.0 

0.0 

0.3 

Sablefish-turboi-other  species 

100.4 

0.0 

0.0 

0.0 

Total 

235.7 

16.9 

Alternative  ( 

6..1 
2) 

35.1 

Off-bottom  trawl 

All  available  speaes 

10.6 

16.9 

b.y 

M.a 

On-bottom  trawl 

Yellowfin  sole  and 

other  flounders 

66.2 

910.: 

68.6 

2.7 

Turbot 

457.5 

557.5 

284.7 

2.5 

Longline 

Pacific  cod 

1 24, 7 

0.0 

0.0 

0.3 

Sablefish  and  other  ^pecie^ 

62.9 

0.0 

0.0 

0.0 

Total 

-:i.9 

1.484.6 

359.6 

40.3 

'EstiRiates  are  based  on  catch  rates  in  Table  I  and  protected  groundfish  catches  in  Tabic  3. 


Table  5.     Estimated  savings  of  prohibited  species  under  .Alternatives  (I)  and  (2).  based  on  197^-1979  data 


Prohibited  Speaes  Catch  (m.i.) 


Tanner 
Crab 


King 
Crab 


Observed  catch  (m.i.) 
{1977-1979  average) 

.Alternative  ( I ) 
Estimated  catch 
Estimated  savings' 

Alternative  (2) 
Estimated  catch 
Estimated  savings' 


1830 


4.57 


920 


236 

17 

6 

35 

Z594 

4.555 

914 

192 

722 

1.485 

360 

40 

2.108 

3.087 

560 

18- 

Observed  catch  minus  estimated  catch. 
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CONCLUSIONS 

An  examination  of  catch  data  from  1977-1979  indicates  that  it  is  technically  possible  to 
substantially  reduce  the  incidental  catch  of  prohibited  species  in  the  Bermg  Sea  while 
har\esting  most  of  the  available  groundfish  by  restriaing  the  type  of  gear  used  in  the 
groundfish  fishery.  We  recognize  that  precise  rates  of  incidental  catch  will  vary  with  the 
area  and  time  of  year  fished  and  that  the  institution  of  restriaions  could  alter  the  manner  in 
which  the  fishery  is  conducted  and  therefore  the  incidental  catch  that  would  occur. 
However,  we  doubt  that  these  deviations  would  change  the  basic  conclusions.  .A  more 
serious  concern  is  that  gear  restriaions  would  increase  the  cost  of  harvesting  and  could 
affect  the  economic  viability  of  the  fishery.  Data  are  not  currently  available  to  fully  address 
these  aspects  of  gear  restrictions,  and  funher  research  is  needed  to  assess  the  economics  of 
the  fishery  and.  in  particular,  the  catchability  of  different  groundfish  species  with  longline 
and  off-bottom  trawls. 
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Abstract 

Diinng  iht  Urn  fifitai  yean  iht  effteuvtntss  of  lottflint  fuhinf  has 
been  sigmficaiafy  uienosed.    Thii  a  achieved  both  by  increased 
eijon  Umu^  medumaed  bauinf  and  gear  Handling  and  by 
unproved  caxcfvnf  poformance  of  the  gear. 

Thit  paper  desenbes  recem  developmeras  of  lonflme  gear,  wuh 
respect  lo  the  different  gear  components:  Hooks,  gangtons.  rom-eis. 
inaudine  and  bau. 

Tlu  conservotton  aspects  of  longline  compared  miM  those  of 
imwt  gear  are  discussed. 

Introduction 

Longlining  is  a  inujiuunal  rafting  mcihod  all  over  ihe  world, 
.vjinougn  iftc  ngpng  wd  mciftods  o(  opcraiion  vary  ajnsderaUy, 
inc  longlinc  a  ftaiicaJly  a  very  simptc  jear.  Ho««ver.  ine  wcscu 
01  lapturc  few  longline  gear  dcpcndi  on  a  compiicaicd  micraaion 
nciwccn  3  «nci  of  ftioiic  and  aBioiic  faaon  (Otecn  and  Lacvauu. 
|''S3V  The  diffcreni  aspccu  of  longline  risfting  are  rcvicv»cd  tiy 
Ssud  and  llamlcy  (W7S)  and  Hjordal  (lOsla). 

This  paper  focuses  on  me  rcccni  dcvclopmenu  of  inc  mam 
longline  gear  parameters,  and  on  Oiffcreni  conservaiiun  a!>pecu  of 
iiingline  compared  wiin  in<HC  of  irawl  gear. 

The  longline  catching  cycle 

ITic  ixisic  unit  of  longline  gear  consists  \ji  j  bailed  ihxjh 
ciinnucicd  hy  j  gangnin  lo  me  mainline.    In  a  longline  opuraiiun. 
•tiM  htiiicd  nix*  a  me  mam  daily  invcximeni.  wiin  j  ftsn  of  hign 
-ommcrojl  value  a>  me  desired  payOaOc     Ihc  penixl  from  »ncn 
nc  nmik  leaves  me  ri:>ning  vessel  until  ii  is  retrieved  migni  ne 
Jdined  IS  me  lunglinc  aienmg  cydc,  dunng  wnicn  iimc  me  noon 
ijiies  inniugB  four  major  stages:    Shootmg.  sinlung,  m  Tuning 
^Niiun  and  retrieval. 

Recent  developmentj  of  longline  gear 

ITie  longline  a  m  general  an  mefneient  gear,  if  gear  effiaency  is 
measured  as  success  of  capture  relative  lo  ilic  number  of  Ton 
iciually  jiiractcd  By  me  tiau  stimuli  and  numeer  of  fisn  aitaclting 
:.1e  Bait  (pig  I). 


Cod 
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lilt  Miaxioiir  of  end  nnit  haddock  lo^-nrds  mackerel  baiL  Total 
number  <>/  nbterwd  fish  and  niunber  of  ftsh  makutg  a  response,  a 
hue  or  beirtx  houked  ifrtun  l.akixbor^  i-l  aL  lOHHI. 

Normal  caicn  rates  in  me  .Nurwcguin  longline  lisftcry  arc  from 
-  lo  VI  lisn  (unrgei  spceici)  per  100  ntmics.    Ma|Or  rcavNK  lor  mij 


low  hooking  proOaBiliiy,  escapement  of  largei  spcaes  and  doolung 
of  non  target  spcaes.    Recent  rcscareti  ana  development  work 
nas.  However,  shown  mat  me  gear  cfTiaency  of  longunes  migfti  Be 
agnifieanily  improved  by  apparently  minor  cnanges  of  me  different 
gear  parameters. 

Bait 

A  good  longline  bait  stvMld  stay  on  me  Hook  mrougnout  me 
lisfttng  period,  dunng  wiucn  u  sftould  cffeaiveiy  atiraa  fisft.  eitfler 
by  diemieal  or  visual  stimuli,  and  by  lasie  stimuli  effeaivety  entice 
ilK  risft  (o  ingest  ibe  baited  Hook. 

The  process  of  aiiraaing  Tisft  by  baits  is  not  fully  understood. 
ounougli  several  auitiors  nave  given  valuaWe  contnbutions  wiinm 
mis  field  (Aiema.  1980;    Fema  et  al,  1981:    Carr,  1981    Suiteriin  o 
at  1982:    Olsen  and  Lacvastu,  1983:    Anaaymous.  1984: 
Lakkeoorg,  1983).    Hovwver  me  ratner  vast  (leid  of  ctiemical 
sensing  in  fisft  and  !a»  aitraaion  by  baits  is  beyond  me  scope  of 
tins  paper.    So.  given  that  me  cnemical  pirsperties  of  me  bait  are 
adequate,  the  foUowing  discussion  will  be  focused  on  ban  loss. 

The  catching  effiaency  of  longline  gear  is  inversely  ci:rTelated  lo 
bait  loss.   The  problem  of  bau  loss  is  described  by  several  auihors 
(Shepard  et  al,  1975;    Skud  and  Hamley.  1978;    Hign,  I980).  and 
acctstding  to  type  of  ban.  soak  iime  and  fisnmg  depth,  bait  loss 
may  vary  from  20-100%. 

Sail  loss  for  dinerent  reasons  occurs  dunng  all  siages  of  me 
catching  cyde.    Dunng  shooting  of  longlints,  ban  predation  by  sea 
birds  might  significantly  reduce  ihc  number  of  cffcatvely  bailed 
hooks.    /Mthough  crowiis  of  sea  birds  m  me  wake  of  longliners 
dunng  shotting  of  me  gear  is  the  familiar  situation,  mis  has  never 
been  looked  upon  as  a  severe  cause  of  Ban  loss. 

This  problem  vanes  wiin  respect  lo  Hsning  ground,  iimc  of  dav 
and  seasonally,  and  according  lo  Uikkctxirg  ( I'WT'),  such  sail  loss 
might  he  as  high  as  70'^  m  ctircme  siiuaiiuns.    /Mthougn  iiiiie  is 
known  jrxHii  me  average  ban  prcduiion  by  birds,  the  aoovc 
invcsiigaiKin  suggests  that  meihods  lo  prevent  (his  lype  of  Dan 
insit  might  give  a  significant  increase  in  catching  cinacncy. 

Ilait  loss  continues  in  me  fishing  posuion.    i'or  noiiom  sci  gear 
m  particular,  severe  ban  li»s  might  ne  caascJ  fiv  jiffcreni  ^m 
prcdaiiin  like  hagfish,  sea  iicc  (different  isopod:>  and  ampnioodsi. 
Jccipid  crustaceans.  smiiLs.  sea  cucumrxrrs  .inu  s(arfi.sh  (auinors 
on^eI^alloa^).    In  addiiiun  ban  loss  is  caused  ny  fisn.  c-.mcr  larcc: 
or  nun  largct  speacs.  mat  succeed  m  removing  me  ban  wii::out 
gctiing  hiMkctL    Due  lO  ban  luss.  longlmu  cfliucncs'  is  ihus 
gradually  reduced  dunng  me  ihrcc  first  stages  of  :ne  caichmg 
cycle. 

In  some  longline  fishcncs.  a  combmaiion  oC  ban  is  found  to  M 
more  effective  than  cither  of  the  ban  types  used  alone,    [iiordal 
(1983a)  found  that  the  iradnionnl  ban  comoinatiun  ol  mackerel 
and  squid  in  the  longline  rishery  (or  tu.sk  and  ling  was  signiilcantiv 
more  cffcaive  than  pure  mackerel  or  pure  squid.    Franco  ci  al. 
(198T)  ^01  me  same  effect  u.smg  a  combination  of  mackerel  and 
sardine  ban  m  the  longline  fishery  for  ^akc.     I">;c  'cason  :'cr  mis 
cifca  rmgftt  be  that  one  of  inc  fsaii  is-pcs  is  mure  aiiraci^c.  but 
physically  weaker  than  the  other,  .^nu  will  therefore  disappear 
quicker  from  the  hooks,  wmie  me  stronger  ban  wiii  prolong  the 
effective  ftsfling  time  of  the  gear. 

Cangion  Htxus  have  been  used  as  a  method  to  prevent  aait 
predation  By  bottom  sovcngers.    G|ordai  (l'.>8-i)  found  mat 
gangion  lloais  of  S  and  S  grams  buoyancy  reduced  Ban  loss  and 
improved  the  catching  effiaencv. 

These  gangion  (loais  were,  hovever.  never  accepted  By  me 
fishermen.  Because  they  made  the  gear  handling  more 
compiicateil 

Substantial  cfTon  is  made  to  develop  aniHaal  baits  for 
longlining  (Ojsjrdal.  I98ta:    Anonymous.  iMS-i).    So  far  this  work 
has  not  lead  to  a  ban  wnn  suifiaent  eificicncy  (or  ctjmmcrcul 
longlining.    A  recent  deveiopmcni  Based  on  a  svnineiic  Ban 
developed  at  the  Universiiy  ol  Ronda.  has.  however,  given  very 
promising  results,  wiin  catch  rales  ol  cod  equal  to  those  of  natural 
hnn  (fVnonvmous.  I988ai     Funner.  this  Ban  type  gives  only  51 
Ban  loss  (Lukkeburg  and  FljortJal.  I*M7). 
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Hook 

The  efreatvenesi  of  a  longlinc  hook  a  dcicnnincd  By  a  scnes  of 
IKX*  parameien,  UHe  jnarpncM  o(  itic  poiai.  taro  wKlin  or 
urengtn.    Hcwever.  ine  hook  sar  and  general  dimensions  of  ihe 
nook  are  regsrded  as  ihc  mosi  Litiporumt  parameieri  for  ihe 
caicmng  efTiaency. 

A  small  nook  has  a  higher  hooking  protaBOiiy  ihan  a  larger 
one.  and  a  slighi  reduaioo  en  hook  sac  will  normally  give  higher 
caich  raies  (Bjordal.  1981b). 


Ftpure  2 

Tmdmonal  J-hook  iai  and  new  hook  designs:    Wide  Cap  (bl. 

SpitnlO'SluBif^nesry  ICK  EZ-Qauer  Cifcte  Id)  and  Cirek  (el 

The  most  miereuing  dcveiopmcnu  arc,  hov»<cvcr.  on  difTereni 
new  nook  designs.    Ai  lean  m  ine  wtsicm  world,  tnc  J-hook  (Fig 
2)  has  seen  the  iradiiional  longlinc  hook  design  for  ccniunes. 
Dcvclopmcni  of  more  cfTcaivc  hook  designs  wax  iniiiated  in  the 
sev'cniies  mrougn  fundamental  studies  of  Tisn  hooking  behaviour 
and  longlinc  field  inals.    Ilusc  (1979)  found  ihai  ihe  catch  ntcs  of 
ihc  Wide  Gap  and  Spun/0'Shaugjics.sy  nooks  (Fig  2)  were 
supenor  lo  ihosc  of  j-hooks  m  me  order  of  ^O-W^f  according  lo 
largei  spcaes  (cod.  naddiick.  lusk  and  ling)    Toda)-  these  hook 
designs  arc  dominant  m  ihc  longlinc  Twhcncs  m  northern  Norway. 

In  tnc  nonh  .Mnencan  longlinc  fohcncs.  tnc  Ordc  noi3k  (Fig 
2)  has  proven  to  give  sienincanily  nciicr  catch  rates,  cspeaam-  for 
halibut,  hut  also  for  other  speacs  (Peeling  and  Kodgcrs.  1985) 
(Compared  wiin  the  traditional  J-hook.  the  Grde  hook  is  repnned 
to  give  a  50-KX)^  increase  in  catch  rates  of  halibut,  and  iha  hook 
design  IS  now  used  for  halibut  longlining  in  several  counines.    Ttie 
arae  nook  ii  nsioncally  the  traditional  nook  design  in  certain 
Paafic  islands,  and  Jonannes  (I98<>)  descnnes  the  catching  pnnapic 
of  Crete  or  Rotating  nooks  (Fig  3). 


riBure  } 

Ho^  n  circle,  or  roiatui^'  hook  ^wikj.    As  the  m-cunvd  hook  is 
/Milled  over  ihe  fish  '.i  jow,  the  f^npe  ezpnniU  n  litile  Innd  compresses 
the  Pesh  on  Ihe  ja^'  bone  of  ihe  fish),  and  ihen  snapr  back  into 
place  once  over  the  ja^;  to  t/te  potni  acts  like  a  rtn*-«»tn'  j:aie  (from 


The  mou  recent  ma)Or  hoot  development  is  the  EZ-Baiicr 
Circle  hook  (Fig  2),  which  is  a  hyond  design  between  ihc 
traditional  J-  and  Cirde  hooks.    Compared  with  traditional 
J-hoots.  ihB  new  hook  design  has  given  20-iO%  catch  increase  ... 
comparative  Ilslung  trials  for  tusk.  ling,  cod  and  haddock  (Sketde 
et  au  1986;    Bjordal.  I987a.b).  and  it  is  now  being  used  by  several 
autoline  vessels. 

The  increased  catching  power  of  the  new  hook  designs,  wnich 
aU  have  incurved  points  or  shanks  bent  towanls  the  point,  is 
believed  to  be  auaed  by  a  combination  of  better  hooking 
cfTioency  and  lower  praCabiUiy  of  pcapemeni  after  hooking. 
Qiaraaensuc  for  all  the  new  hook  designs  is  that  they  all  give  a 
higfier  proportion  of  Tisa  caught  by  the  moutn  or  jaw  compared 
with  iBe  J-Book  deagn. 

Gangions 

Expemaenial  fohug  has  shown  that  the  material  and  length  of 
gangions  have  an  edeci  on  kmgline  caics  rates.    Compared  with 
muUiTilamcm.  monoTilameni  gangrans  give  higher  catch  rates  in 
me  order  of  10-20%  in  longlming  for  osd.  haddock,  tusk  and  ling 
(Bjordal,  l98Sa,  b). 

Within  the  range  determined  by  the  praaical  operation  of 
longltne  gear,  it  has  been  shown  that  a  reduced  gangion  length 
gives  decreased  catch  rates.    Karlsen  (1976)  oniained  a  significant 
decrease  in  eatdi  rate  of  28%  for  tusk  and  17%  (or  ling  by 
shonening  the  gangion  length  from  iO  to  licm.    This  is  eiplained 
By  lower  escape  mem  from  a  hcxjk  on  a  long  gangion.  since  tnis 
can  take  a  lot  more  rwsi  before  it  looses  the  elasitai>'. 

Swivels 

On  monofilament  gear,  gangions  are  na-maliy  connccicd  to  tnc 
mainunc  By  swivels,  and  the  generally  high  effcaiveness  of 
monoruament  gear  can  partly  Be  explained  By  this  feature.  Thr 
swivel  will  to  a  large  oaeni  prevent  the  twisting  of  gangioni.  an 
the  eaten  rates  are  improved  By  lower  esapemcnt  of  fan  during 
retrieval  of  tne  gear. 


Figor*  4 

ExampUs  of  mulufUamgn  longtines  wish  swivels.    A)  T^o  plane 
swrveJ  (roumoei  around  mainline  and  ganpon  aasi.    8)  One  plane 
iH-iiW  (rotation  oniy  arottnd  gangion  aajl.    iFrom  Bfordal  198S). 

Dunng  the  last  years,  differem  arrangements  for  swrvel 
connection  of  gangions  on  multiTilameni  gear  have  Been  dc^eiocr 
(Fig  i).    Testing  in  difrerent  fishenes  (cod  Haddock,  tusk  and  lin 
has  shown  thai  the  swrvel  gives  a  caich  increase  of  a  minimum  oi 
\S%  (Bjordal,  1985b,  1987c). 

On  traditional  longline  gear,  two  types  of  gangion  iwai  occurs: 
Around  Ihe  gangion  ass,  and  artxind  the  mainline  (Fig  S). 
Compared  wiih  traditional  gear.  Both  types  of  swwcls  give  a 
significant  reduaoi  of  'pngion  iwoi'.  wmie  mainline  iwisr  is  only 
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CanfiOH  Mia  A)  Unmaud,  B)  and  C)  'Canpon  Kum, '  D)  and  E) 
■Mauiiiite  mist '  (From  Bjordai  19S8). 

Mainline 

ScNxral  invesigaiioni  have  shown  ilai  ihe  catching  powr  of 
monofitanwni  longune  a  supenor  lo  ihase  of  muUifilainent  gear 
(Karucn.  1976;    Hoar  and  Kartaen,  I9T7:    Heani  and  Warren, 
1980).  Tha  rrngni  partly  be  expUinett  by  ihe  lower  vmbiUiy  of 
monufilament  matcriJ,  but  also  Imnvr  ine  inonorilament 
aBsorOs  liitle  boii  odour,  and  itte  rah  are  therefore  more 
ei'flacnily  guided  lo  the  baited  hoolo.    There  are  also  several 
oiner  reasons  (or  the  high  efTicieiKy  of  monofUameni  gear.    As 
rneniioncd  aeove,  swneB  will  partly  increase  the  catching  power  of 
monofilament  gear.    Further,  monofilament  Unes  are  thinner  and 
ore  normally  floated  off  ihe  bottom.    Movements  by  hooked  fisn 
will  ihcrcforc  more  easily  be  iransptanicd  lo  other  paru  of  ine 
Ror.  adding  movement  as  an  additional  stimulant  for  Tish 
atiraaion  (Johannessen,  1983). 
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Selectivity  of  longlines 

The  longline  a  regarded  as  a  sae  selective  Gshing  gear.    This  is 
true  10  a  certain  extenL    A  Kwgline  wUl,  however,  catch  fish  over 
a  lauiy  wide  length  range,  but  normally  very  few  small  fish. 
Figure  6  shows  a  typical  length  Cret^ency  disinbutioa  of  cod 
caught  by  longline  ofT  nonhem  Norway,  where  in  these  cases  only 
Q.9-3.8%  of  ihe  fish  are  under  the  legal  sae  (42cm). 

What  a  the  most  importaiu  factor  for  size  selearvtiy  of  longline 
gear?    McOacten  (1963)  and  Sztersdal  (1963)  found  that  smaller 
hooks  would  selea  smaller  Rsh.   This  is  irue  to  a  certain  cxienu 
but  in  Btxh  these  invesugauons  the  bait  sae  was  reduced  with 
decreasing  hook  size.   Through  a  comprehensive  study 
Johannessen  (1983)  found  that  bait  size  had  a  much  greater  cfTcc 
ilBfl  txxnc  sat  on  the  sdeaive  propenies  of  longlines.    A  large 
fish  will  normally  take  both  large  and  small  baits,  while  a  smaller 
Bih  will  rather  go  for  a  small  baiL    A  reduction  m  bait  sae  wiu 
therefoie  give  equal  or  increased  catch  rates,  but  a  nigher 
propomon  of  smaller  fish  (Bjordai,  1983b). 

The  information  on  speaes  selectivity  of  difTereni  (ishing  gears 
is  rather  scarce.    Table  I  is  based  on  different  Norwegian  longune 
mvestiganons.  just  lo  give  an  indication  of  the  trash  ^oA  eaten 
rates  versus  catch  rates  of  the  target  speaes.   The  catch  of 
nai-commeroal  speaes  will  vary  in  difTereni  longline  fishenes.  but 
It  IS  normally  fairly  low. 


CoKh  ntt€S  of  tar^  speeta  and  trash  fish  in  bottom  lon^iinm^ 

CATCH  RATES 
(No  of  fish  per  100  hooks) 
Target  speaes       Trash  fish 

37.9  4.7 

16.6  1.: 

19.6  I J 


Mam  target  speaes 
CudAaddock  I) 
Cod/haddock  2) 
Tuik/ling  3) 


I)  [jjkkcborg  (1985),  2)  Bjordal  (1988).  3)  Hjordal  (I98Tti) 


Cana«rriiiioa  aspects  of  trawl,  and  longline  i;«ar 


Conservation  oriented  Ashing 

The  rolkjwing  discussion  on  the  conservaiion  aspects  of  longline 
and  trawl  gear  is  based  on  different  aspects: 

a)  The  speaes  and  sac  sclcaiviiy  of  the  gear. 

b)  Survival  after  escapement. 

c)  Fisli  quality. 

d)  Eflcca  on  caviioiiiiKnt  (eg,  bottom  buna). 

e)  Energr  budget. 

Ideally  a  cooservauon  onenied  rahing  gear  should  efTeaivety  caicn 
only  target  species  of  legal  sae  and  high  quality  at  msnimum 
energy  com,  wnh  no  harmful  effects  on  the  environment. 
According  to  the  isptrn  above,  different  methods  of  exploiting 
marme  resources  may  be  rmsificrl  frtxn  little  to  highly 
conservatne. 


Flpir*  6 

Len^  frrqueifcv  dismbuaans  of  cod  cau^  bv  tonflint  off 
iwm<i<iin  Ntwwtn  m  thne  dtffenm  oenoUs:    ^11  .Ipni  lOHT. 
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Sctaciiniy 

-  Sac  seieaiviiy 
In  uavriing,  selcaion  laka  place  ai  diTfercni  stages  o(  ine  caiduns 
proceu.  from  ihe  Ooon  and  sweeps  lo  ine  codend.    For  small 
(undemzed)  Cao,  codend  selcaion  a  mou  imponani.    In  pnnaple, 
a  certain  mesn  stzc  should  give  a  good  size  selenion.    C]og£ing  of 
meslKS  (eg.  By  flaifisn  or  nxkfoA)  or  Urge  caicnes  itiai  sireicn 
(doie)  iBe  mesnes.  are  faaors  inai  may  gne  very  poor  seleaion 
properties. 

As  mentioned  above,  longlme  gear  migni  also  caicti  small  Tish. 
and  ine  lengiA  frequency  dtsinputiom  of  longlme  and  irawi 
caicnes  migni  oe  fairly  similar  when  itic  proportion  of  small  fisli  m 
UK  rolling  area  is  lew. 

Compared  wiin  longline  gear,  ibe  irawi  is,  nowevcr.  a  much 
more  powerful  lool  for  caidimg  small  or  under3i--.sl  fan.    This  a 
based  on  (undamental  dilTerences  Setween  the  rwo  gears  regarding 
gear  saturation,  catching  apaoiy  and  opcraiional  laaics. 

Longlme  gear  has  a  dearly  defined  level  of  gear  saturation  and 
catdimg  capaaty,  defined  as  the  daily  catch  in  number  of  fish. 
whKh  a  limiied  upwards  lo  ine  number  of  hooks  operated  per 
day.    In  Norwegian  longlining  this  ranges  from  a  few  ihou-und  lo 
30  10  40.000  Doom,  according  lo  vessel  size.    Wiih  normal  caich 
rates,  ranging  from  10-30  fisn  per  100  htxilcs  and  increof  5-iO'S 
undersized  fish,  ihe  exploitation  of  fish  under  legal  size  B>  longlme 
IS  bound  10  be  moderate. 

The  faa  ihai  longlme  gear  has  a  definite  saturation  level  also 
affects  ihe  laaics  of  opcraiion  in  a  conservation  oncnied  dircaion 
The  profii  in  longlining  depend^  on  a  maximum  vicid  or  pn-nack 
per  invested  hoolt.  and  ii  «  inversely  ojiiulaicd  lo  inc  number  of 
small  fish  in  the  caicnes.    With  an  incrca.ung  proportion  of  small 
or  undersized  fish  in  inc  longlme  caicn.  the  caich  value  will 
cventualK  reach  a  break  even  level    The  skipper  men  has  ihc 
choice,  eiiner  lo  siop  fishing  or  move  lo  fishing  grounds  wim  less 
small  fish.    In  addition  lo  gear  scicciiviiy.  inc  .skipper's  choice  of 
fishmg  grounds  regarding  ihe  possibiliiies  of  catching  large  fish,  is 
therefore  an  mnereni  mecnanLvn  in  longlmmg  towards  cxploitaiion 
of  larger  size  croups  of  fish. 

In  comparison,  irawi  fishing  has  no  definite  level  of  gear 
saturation  or  catching  capaaiy.    As  is  ihc  case  for  longlmmg.  ihe 
profii  in  irawl  fishing  win  also  be  reduced  «-iih  an  increasing 
proportion  of  small  fish  m  ihc  catches.    There  is.  however,  an 
imponani  difference:    as  long  as  each  haul  produces  adcquaic 
quaniiiies  of  larger  size  groups  for  profiianie  fishing,  ihcrc  is  no 
need  lo  stop  fishing  or  change  fishing  ground  -  even  if  ihcrc 
might  be  targe  quantities  of  small-  and  undersized  fish  in  the 
catches.    Unlike  longlmmg.  there  is  therefore  no  strong  inherent 
mechanism  in  tne  operational  taaia  of  trawling  that  prevents 
exploitation  of  young  fish. 

The  information  available  on  the  proportion  of  undersized  fish 
m  different  trawl-  and  longline  fisheries  is  too  scarce  to  make  a 
good  comparison  between  the  two  gears.    However,  one  rough 
measurement  of  the  non-conscrvatrve  nature  of  trawl  gear,  is  the 
closure  of  fishing  grounds  wnen  the  proponion  of  undersmd  fish 
m  the  trawl  catches  <.ti:i!eds  a  certam  level    This  is  frequently 
used  as  a  method  of  regulation  lo  proiea  young  fish  m  the  fishery 
for  Anao-Norwegian  cod  by  trawl  and  seme  net,  but  is  never  used 
for  siaiionary  gears  like  longline  and  giilnet. 

To  Illustrate  the  relative  catch  of  young  fish  taken  By  different 
gears,  the  fisher>'  for  Arao-Norwegian  cod  makes  a  good  example. 
Figure  7  shows  the  proportion  of  cod  less  than  43cm  (de-neaded) 
caugnr  by  trawl,  seme  net,  longline  and  gillnei  during  the  pcnod 
1978  to  19S7     On  average  ihe  irawl  catches  contained  I94<J  small 
fisn  compared  with  6.  ITc  for  longlme  (Table  2),  wHich  clearly 
indicate  that  longlme  ts  a  more  conservation  onented  fishing 
method  than  trawlmg  with  rcspca  to  low  exploiiation  of  the 
younger  fish  groups.    It  should  be  noted  thai  Figure  7  and  Table 
2  are  only  based  on  legally  landed  fish,  and  do  not  include 
undersized  fish  discarded  at  sea. 


1978  1979  1980  1981  1982  1983  1984  1985  1986  1987 

Year 

Figure  7 

The  proponton  of  cod  less  r/mn  4Scm  (lenpfi  deheaded)  for 
differcns  jlsiimg  gears.    (Based  on  Umdtrt^  siaiuttcs  tn  nonhem 
Norway,  from  the  Sorwegitm  fisitermen  s  sales  orf^mzmton. 


TaMc  2 

Catches  of  cod  in  northern  Nonvm:    Total  catches  of  cod  bv 
difjerem  geary  in  nonhem  Norway-  (J97BS7)  and  the  proponion  of 
fish  less  than  45cm  (length  deheaded ).    (liased  on  data  from 
Norwegian  nshermen's  Sales  orgamzaiiont. 


Type  of  gear 

Total  catch 

<  4.5cm 

<  4.5cm 

(tonnes) 

(tonnes) 

ro 

Trawl 

399  419 

77  304 

194 

Longlme 

178  h67 

Id  853 

0.1 

Seme  net 

84  635 

16   ](*< 

19,1 

Gillnct 

350  070 

4  bSV 

1 J 

AS  snom  m  Figure  7.  the  diflerenee  between  trawl  and  longlme  is 
reduced  m  the  laa  pan  of  the  period.    A  pos-siMc  explanation  is  a 
change  m  the  migration  pattern  of  the  Arao-Nonvecian  cod. 
Since  1982  Ihe  smaller  sac  groups  have  migrated  close  lo  inc 
shore,  where  they  are  less  available  to  trawl  gear,  and  mainiv 
caught  by  longlme  aod  giimct.    Another  reason  micni  he  the 
effca  of  ciosmg  of  fishing  grounds  for  irawung  wncn  inc 
proponion  of  small  fish  exceeds  I5^c,  wmcn  was  first  cffcauaicd 
m  1984  (H  E  Ohen,  Norw  Fah  Dir.  pcrs  comm). 

-  Species  sdecuvny 

As  indicated  in  Table  1.  longlmcs  have  good  spcncs  selcmve 
propenies,  and  non-oommeroal  by-catch  is  normally  modest.    A 
irawl  will  m  principle  catch  all  fish  in  ihe  swept  volume,  except 
those  ihai  arc  scleaed  through  the  meshes.    Large  by-catchcs  of 
different  non-commercial  speacs.  panicuiariy  fisn  wun  mgn 
retention  propenies  (eg,  naifish.  rockfish)  arc  therefore  not 
uncommon  in  trawlmg. 

Survival  after  escapement 

Liitic  information  exists  on  the  survival  of  fish  after  cscapcmc.. 
from  fishing  gear,  mainly  due  to  lack  of  mcinndoiogy  for  unbiased 
invcstigatH3ns  withm  this  field.    Mc3wc\-cr.  ih»  k  a  van  imponani 
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jjpcei  of  conserraiion  onented  ftsJiing.  and  ongoing  reacarcti  will 
„„pcfully  ctanfy  tnonolii^  rata  of  Can  after  scleaion  or 
oapcmcm  (Mom  and  Songster,  1988:    Efanov  and  Isiomin,  1988). 
^1  present,  u  a  therefore  difTicuU  lo  evaluate  liie  iw3  gean  with 
nipea  lo  this  eonservatxxi  aspect. 

Fish  quality 

Qotli  meinods  of  capture  may  produce  Hsn  of  high  quality. 
However,  Dig  trawl  hauls  and  hauls  of  long  duration  might  lead  to 
nduccd  quality,  both  tirmiivr  the  Tisft  are  i.»pi3set1  to  a  high 
prosure  in  the  codetxl,  and  Because  u  might  take  too  long  before 
pans  of  tJie  caica  are  processed. 

This  IS  no  proBtem  in  longlining  since  nxBi  of  the  Tish  are  alne 
oniU  onpuard-processing.  However,  some  of  the  fish  caught  on 
longline  are  of  reduced  quality  when  landed  on  deck  ■  mainly  due 
10  attack  tiy  sovengers  as  hagfah  and  sea  lice.  This  is  generally  a 
small  problem,  but  according  lo  target  species,  nshing  ground  and 
fishing  lime,  this  form  of  quality  reduaion  might  be  significanL 

H<3wever,  fisn  caught  by  longline  are  in  general  regarded  lo  be 
of  a  better  quality  than  trawl  caught  roll.  alth<3ugh  there  is  little 
relevant  informaiioa  on  this  subjca  to  make  a  proper  evaluation. 

Ghost  (ishing 

Ghos)  fishing,  or  fishing  mortality  caused  by  lost  gear,  a  another 
ifflponont  conservation  atpca  of  foning  gean.    This  problem  is 
most  prctJominant  for  gillnets  and  traps  or  creels.    For  Both  irawt. 
and  longline  gear,  ghost  fahing  Is  not  reprded  as  a  severe 
problem. 

.Negative  effects  t>n  the  envimnment 

Ideally,  a  conservation  uncntcd  fishing  method  should  not  have 
destructive  cffcas  on  the  environment,  like  nuttam  lopugiaphy 
and  btiiiom  fauna,    lamglinc  i^car  fulflls  this  requirement.    Trawl 
gear  might  on  ihe  other  hand  have  severe  impna  im  inc  hmiom 
environment.    However,  there  is  no  available  information 
regarding  pussibie  corrcspiinding  negairve  cffucu  on  the  Can  stocks 
(/ijionymoui.  l'J>l8b). 

Energy  tamservatitin 

Comp;ired  wiih  trawling,  limglining  «  i^gardcd  js  a  low  energy 
I'lshing  meihuii.    Ilndal  ifJT))  found  thai  longlincn  u.v.il  from 
0.U7S  (coastal)  lo  O.iat)  (deep  water)  lures  of  fuel  per  kg  fish 
caught,  wniic  the  corresponding  vnluc  Tor  irawimg  was  UJTO. 
From  a  fuel  saving  point  of  view,  longlining  is  iherefore  supenor 
to  trawling. 

However,  this  compansun  becomes  somewhat  different  if  the 
bail  consumption  of  kmglining  is  accounted  for  in  the  total  energy 
budget  of  the  two  methods  of  capture.    A  normal  baii/caich 
relation  m  Norwegian  fisnenes  is  at  a  1:5  to  a  1:10  Qtio.  eg.  0.1  lo 
0.21cg  of  bau  arc  used  lo  atcn  I  kg  of  fisti.    One  way  to  look 
upon  this  IS  10  subtraa  the  bait  consumption  from  the  caicn. 
«nicn  gives  an  average  catch  of  O.^Skg  per  unit  of  fuel.    If  this  is 
alibraied  the  longline  fuul/catch  ratio  a  raised  to  0.0)j8  to  0.165kg 
of  fuel  per  kg  of  ftsA  whidi  ts  siill  far  BeUw  the  rdaiive  fuel 
ctsnsumption  m  trawling. 

Conclusion 

The  longline  a  a  relaiwety  inefTiaent  gear.    Compared  with  other 
fi.'Uiing  ;;ears  it  is  also  an  ineffective  aicnmg  method  when  fish  are 
jnundant.  but  a  relaitvety  effective  gear  at  low  fisn  densities  and 
'»::iitcn»t  flsh  disinbution. 

Mechaniotion  of  gear  handling  and  rsming  has  increased  the 
•iifon  in  longlining  by  50-100%  (number  of  hooks  per  vessel  per 
Jay)  Thrtjugh  different  gear  developments  the  catching  cffiaency 
IS  increased  by  the  same  ortlcr  of  magnitude.  To  further  increase 
Ihe  catching  power  of  longline  gear,  an  imponant  future  challenge 
will  fic  to  develop  new  generations  of  .luiomaicd  longline  systems. 
ihai  dn  handle  the  musi  cfflacni  gear. 

In  the  aimparwon  hctwccn  longline  and  imwi  gear  wiih  respect 
■•1  ^onscrvuikHi  oncmcd  cifcas.  -ome  .ksfxcts  .irc  [jiris*  c;uvv  to 


evaluate  based  on  cusiing  daia,  while  oiher  a.Npccts  have  to  be 
judged  more  freely. 

In  Table  3,  the  different  conservation  onenied  aspects  are 
weighted  as  high,  medium  or  low  can.servation  onented. 

TabI*  3 

Conservaion  onented  aspects  of  lon^ine  cmd  rmwi  gear.    H  ~  high 

degree  of  conservaiton  onenuuton.  M  s  mettuan  ttegree  of 

conservaaon  onenuuton.  L  «  low  ttegree  of  conservaiton 

ohemauoH. 


Longline 


Speaes  seieaiviiy 
Size  seleaivity 
Survival  after  escapement 
FisA  quality 
Ghost  fishing 
Environmental  impacts 
Energy  conservation 


AS  indicated  in  the  table,  the  iijnglme  must  Be  evaluated  as  a 
ojnsetvation  onented  gear,  while  irrwiing  has  a  rather  low 
conservation  onented  effect. 
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ABSTRACT 

Numerical  studies  were  conducted  on  the  effects  of  trawl  and 
longline  catches  on  a  cod  stock  and  possible  yields  from  it. 

Five  year  mean  age  composition  of  Pacific  cod  (Gadus 
maerocephalus )  from  the  Bering  Sea  was  used  as  initial  age 
composition  of  the  stock,  which  was  normalized  to  1  ton.  Age 
specific  Z  (total  mortality)  was  computed  from  this  distribution 
and  natural  mortality  was  derived  by  subtracting  fishing 
mortality  from  Z.  Age  compositions  of  catches  were  either 
prescribed  from  empirical  data  or  created  with  fishing  mortality 
coefficient  (F),  which  was  assumed  constant  with  age  after  the 
age  of  full  recruitment.  The  computations  were  done  with 
different  catch  levels  for  six  yeiurs  assuming  average  constant 
recruitment . 

Essential  results  of  this  study  are:  a)  The  stock  left  in 
the  sea  decreases  with  increasing  catch  and  reaches  an 
equilibrium  if  recruitment  and  catches  remain  constant.  With 
similar  catch  levels  this  equilibrium  is  reached  earlier  with 
longline  and  is  higher  than  that  of  trawl.  b)  If  a  given  level 
of  stock  in  sea  is  desired ^  higher  annual  catches  can  be  taken 
with  longlines  than  with  trawl.  c)  By  the  same  catch  size 
longlines  remove  more  older  and  more  piscivorous  fish  which  is 
beneficial  to  recruitment  if  the  latter  is  largely  controlled  by 
predation. 

The  above  mentioned  essential  results  indicate,  among  others 
that  some  longline  fishing  might  be  allowed  to  continue  when  TAG 
for  trawlers  has  been  reached. 
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FISHERIES  MANAGEMENT  APPROACHES  TO  LOWLHaVG 
AS   VIStJED  FROM  THE  MORWEglAH  AMD  ICEIANDIC  PERS?ECTr7ES 


SUMHARY 

As  the  reault  of  extensive  discuaaions  with  both  managers 
and  participants  in  the  Itorvegian  and  Icelandic  cod  fisheries, 
two  dominant  theaea  hdve  emerged  with  regard  to  fisheries  manage- 
ment strategies  and  the  relationship  of  the  longlining  technique 
to  these  strateaies.   Each  country  has  its  ovm  sdx   of  social,  po- 
litical, economic,  biological,  and  onvironaental  considerations 
which  influence  the  decisions  of  fisheries  managers,  but  in  each 
country  there  is  one  simple  underlying  theory  about  fish  abundanc 
and  one  simple  underlying  objective  about  how  to  maxiaiso  fish 
stocXs  and  the  potential  for  harvest. 

The  theory  is:  Katttre  determines  the  initial  strength  of  , 
year  classes-- not  management  os   ej,aa3.nq  ettorc. 

The  SAnageaent  objective  ist  Preserve  spawning  stock  by 
protecting  small  flsn,  • 

Note  that  the  objective  is  not  to  protect  spawning  fish  or 
spawning  grounds,  but  to  prevent  the  reaioval  of  younger  sexually 
immature  fish  fzota  the  stocks.  All  other  considerations  are  ult^ 
nately  of  minimal  inpoztance  in  the  management  strategy  of  these 
two  countries. 

Both  eenntries  have  an  extremely  liberal  approach  to  long- 
liners.   There  are  a  number  of  reasons  for  this  policy,  such  as 
the  high  quality  of  the  landed  product  and  the  benign  influence  o: 
the  gear  on  the  habitat,  but  the  overiding  consideration  is  that 
t.»ie  technique  is  inherently  size  selective:   lontrlingrs  do  not 
kill  small  fish— to  avoid  killing  small  fish  is  the  fundaaantal 
management  oojective . 

The  findings  for  trawler- longlincr  catch  charactaristics  for 
the  new  England  region (based  on  Dr.  Sorchuck's  data)  as  reported 
by  Mi:-  Sheldon  at  the  September  17,  1934  regional  council  meeting 
are  dl-,ectly  in  line  with  those  of  researchers  in  Norway  and  Ice- 
land. The  average-  cod  caught  by  otter  trawl,  even  with  large  mas! 
is  less-  than,  four  years  old,  weighs  less  tha.*:  four  pounds  and  has 
a  fifty  to  seventy  percent  chance  of  having  spawned.   The  average 
longXme-caught  cod-  is-  nearly  seven  years  old,  weighs  over  fif tecr 
pounds ,  and  has  spawned  at  least  twice.  Comparisons  of  other  fish 
characteristics  and  of  other  species,  such  as  haddock,  caught  by 
the  two  methods  are  equally  dramatic.   The  data  froa  Norway,  Ice- 
land, and  tho  New  England  area  agree  very  closely  and  show  the 
striking  difference  between  the  two  fishing  systems. 

Furtheraore,  both  Norway  and  Iceland  have  investigated  tho 
desirability  of  excluding  longllners  from  spawning  areas.   In  dis- 
cussions with  me  representatives  of  both  the  scientific  and  manage 
mant  coimnxinitiea  appeared  surprised  that  there  was  any  longer  an 
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issue.   2n  Kcrway  there  luis  been  considorable  research  concerning 
the  spawning  process  and  the  activltes  which  might  disturb  it<  in* 
cluding  the  davelopmmt  of  theories  about  the  influence  of  temper- 
ature, wave  action,  other  organisms/  and  the  presence  of  various 
fonas  of  fishing  gear.   Their  scientists  have  concluded  that  long- 
liners  using  conventional  i€   gear  do  not:  disturb  spawning.   There 
are  no  spawning,  areas  closed  to  longliners  in  Norway. 

Za  Xcaland  there  is  one  area  about  tventy  by  thirty  miles  in 
size  off  the  south  coast  which  is  closed  to  all  fishing  from  March 
20  to  Hay  2.   It  is  an  area  of  heavy  fish  concentration.  Strangely 
enough  the  area  is  closed  as  the  result  of  a  request  by  fishermen. 
The  director  of  the  Marine  Research  Institute  told  me  flatly  that 
there  is  no  scientific  or  manageaent  reason  for  the  closure  and 
that  closure  was  not  initiated  or  actively  supported  by  the  Insti- 
tute, which  has  responsibility  and  sweeping  authority  for  such 
measures.  With  regard  to  spawning  the  director  saw  no  objection 
to  longliners  catching  spawning  fish/  and  felt  that  any  objection 
raised  would  be  largely  siuted  by  the  facn  that  fish  ready  to  spawn 
are  not  inclined  to  f aed  and  therefore  will  respond  poorly  to  bait- 
ed hooks.   Re  further  stated  that  fron  his  point  of  view  there  is 
no  reason  to  restrict  longliners  from  any  area  at  any  time. 

The  positive  attitude  toward  longliners  results  from  an  eifort 
on  the  part  o£  both  countries  to  encourage  the  success  of  a  fishing 
technique  which  is  totally  haroonlous  with  their  understanding  oi 
effective  stocie  manageaent  and  conservation. 
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Th*  baflis  for  tho  practdin?  luassuiry  oi   viewpointa  can  ba 
b«ttar  approeiated  vith  tha  benefit  of  some  understanding  of  tha 
fi«lving  induetriea  of  Norway  and  Xcoland.  Brief  background  infor- 
matioa  r«l<tvant  to  tha  cod  and  haddocic  fisheries  follows. 

KOWfAY 


Sources t  Major  sources  include  Mr.  Tobin  Foss,  from  the 
Minis-cry  of  fishdrles  la  Oslo,  Mr.  Arvid  Hylan,  head  of  the  cod 
section  at  the  Institute  of  Marine  Research  in  Bergen <  and  several 
industry  personnel,  including  Mr.  R.  Stave  of  the  fishing  vessels 
BertTbola  and  per  Senior,  Mr.  Per  Homesath  of  tHo  fishing  vessel 
Gair,  and  Mr.  Jan  silden,  representing  the  fishing  vessel  Keltic. 
Mr.  Silden  is  also  president  of  0.  Mustad  and  Son  (CAM)  I>td. 

la  broad  generalization  it  can  bo  said  that  Korway's  fishery 
potentials  and  problems  parallel  those  of  the  Canadian  maritimes 
with  which  we  are  somewhat  more  familiar.  Norway  is  relatively 
sparsely  populated,  with  numerous  small  towns  and  villages  4cat- 
tersd  along  the  coastlines.  Fishing  is  accordingly  very  important 
and  many  traditions  and  practices  are  deeply  engrained.   Income 
froo  fishing  ocnatheless  is  somatimes  meager  and  government  has 
bean  involved  in  ntaaero^ia  plans  which  have  sometimes  provided  shoi 
term  benefits  at  tha  expento   of  long  term  jgpiL^t iocs  to  ccaplicate<: 
problems.  *"" 

Op  until  about  fifteen  years  ago,  especially  in  the  northern 
sections  of  Norway,  handlining,  gillnetting,  and  longlining  from 
boats  in  the  40'  to  70'  range  were  the  dominant  fishing  metho<  a. 
These  vessels  operated  on  haddock  and  pelagic  fish  in  summer  mont.' 
and  on  cod  from  mid-October  to  the  following  June  or  Jul/.   About 
ten  years  ago  large  filleting  plants  wore  built  along  tha  coast 
and  dragger  fleets  were  constructed  to  fish  the  huge  Barents  Sea 
cod  stocJts.  Several  factory  trawlers  were  eonstructad  cp^p-^blg  of 
freezing  3>Q0T"metric^tons  of  fillets  per  year.  Cnfortunataly 
small  fish  vera  heavily  targeted  and  the  stocks  were  "scooped 
down*  to  tha  point  where  draggers  in  general,  particularly  with 
present  quota  and  fish  size  regulations,  are  marginally  economic, 
at  aost.   in  the  meant:Uio  the  composition  o£  the  lonqlino  fleet  h. 
Changed  with  the  development  of  mechanization.   Tha  traditional 
40-60'  inshore  fleet  is  about  the  same  size  as  in  previous  years. 
Tha  60-90'  size  vessel  is  phasing  out  and  the  largs,  mechanized 
vessels  in  the  100'  plus  range,  capable  of  fishing  various  stocks 
and  species  in  widespread  areas  is  incroasipg. 

At  present  smaller  handliners,  gillnotters  and  longliners  ar 
surviving.  Government  takes  a  dim  view  of  gillnetting  because  of 
poor  fish  quality.  Most  of  the  fish  must  bo  split,  salted  and 
sold  to-  third  world  countries  with  uncertain  markets  and  low  pric 
However,  small  boat  fishermen  prefer  gillnetting  because  when  fia 
school  they  can  catch  many  more  than  with  traditional  tub  trawls. 
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;^9  yet  •££ort«  to  develop  rudiuentary  aechanical  baiters  for  the 
smaller  fleets  bave  been  relatively  unsuccessful.  The  large  pco'* 
cessing  factory  vessels  no  longer  operate  in  Norwegian  waters. 
The  processing  plants  along  the  coast  in  one  way  or  another  own 
or  control  the  dragger  fleets  which  were  built  to  provide  year* 
round  supplies  of  product.   Initially  the  system  worked.  After 
the  unexpected  depletion  of  stocks  combination  beats >  capable  o£ 
as  many  as  four  fishing  techniques,  were  built  in  a  continuing  ef- 
fort to  supply  a  variety  of  products  to  tho  plants.  Thesa  efforts 
soon  ware  also  unsuccessful,  and  most  vessels  reconverted  to  handle 
one  or  at  most  two  techniques.  The  increasing  mechanized  longliner 
fleet  docs  not  solve  the  problems  of  the  shoreside  plants.  These 
larger  vessels  operate  on  the  Norwegian  cod  stocks  in  tha  colder 
six  months,  but  then  find  it  more  profitable  to  fish  ling  and  cusk 
< which  the  draggars  cannot  catch  in  commercial  quantities)  farther 
south  on  the  coast,  and  in  waters  controlled  by  the  British  islands, 
the  raroe  Islands  and  Iceland. 

In  the  midst  of  this  situation  the  govoronent  is  attempting 
to  produce  policies  which  will  preserve  and  enhance  both  tha  fish- 
ing, industry  and  the  fish  stocks. 

6illnetting,bandlining,  and  tub  trawling  dominate  the  small 
vessel  fleets,  increasing  attempts  to  require  and  reward  quality 
have  discouraged  gillnetting,  but  all  thre«.  SMthods  are  given  sorn* 
measure  of  support.  In  general  small  otter  trawlers  are  not  al- 
lowed within  four  a^les  or  tne  coast,  me<li urn  vessels  within  six 
mi-iea,  and  larger  txawxera  and  factory-  vessels  W3.thin  twelve  miles. 
Pour  or  five  areas  outsxcie  twelve  mxiaa  vftgch  have'  high  cohconira^i 
tions  of  fish  are  also  closed  to  trawlers.  Some 'small  areas,  par-j 
tieularly  aroud  the  Lcfotan  islands,  are  divided  such  that  gill-  i 
net-;:ers,  longliners,  emd  small  Danish  seiners  each  have  exclusive 
access  to  certain  portions.  '  EaAdliners  are  allowed  in  when  the 
other  vessels  are  out  of  an  area.   In  seme  cases  tha  govexns\ent 
even  hires  vessels  to  protect  longlinea  and  gillnats  from  draggers 
operating  at  night. 

Otter  trawlers  are  considered  a  very  mixed  ble^^j,?}^,   On  tho 
one  hand  they  were  built  to  provide  substantial  year-round  supplies 
of  fish  to  coastal  plants,   A  differentiated  fleet  is  still  en- 
couraged for  this  reason.   But  the  tendency  of  draggers  to  deol^ta. 
schoola  of  small  fish  has  Tag  to  severe  restrictions  on  them.   Pre- 
sent quotas  Of  about  Soo  tons  on  moderately  large  vessels  makes 
many  of  them  \ineconomie.  Similarly  they  are  banned  from  nuraorous 
areas  in  order  to  protect  botn  the  fish  stocks  eind 'other  methods 
<ar  tiftfliflg.  , 

The  fundamental  management  problem  lies  in  the  small  size  of 
5^ah  caught  ay  trawlers,   a  J.Ji>   nqllimeter  { 5 .  3 " )  mQ3h"r'gqulati,qa 
IS  in  ctfoct,  with  minimua  fish  sizes  of  43  cm(16.9*V  for  ff<v^  «nH 
39  cm(lS.35")  for  haddock.   Government  officials  fool  tho  size 
limits  are  too  small,  that  the  mesh  size  itself  should  be  increase 
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to  15S  nilllne-tersCS.l"}  f  and  that  the  siinlmuro  sizo  cod  to  nuitch 
)Oth  th«  maab  ciza  and  tho  biologically  approprlata  limit  should 
h9   55  centimeters < 21. 65* } .   Politically y  155  mm  mesh  and  55  ca 
miniaura  £ish  limits  cannot  bo  enacted  into  law  at  present. 

The  svibatitute  managemont  moaaure  is  the  closure  to  draggora 
of  areas  vitn  smaix  giaa»   wnen  xa<  oy  count  oi:  ciragger  cod  catches 
in  »n   area  are  sna-llor  tnan  43  centiaecara  Ui.   iengtn»  tho  area  la 
ClOfl^a. — 7^2   Ud«56gJI!' Taa  eia*lira  iJ  tjr*ggeced"when  1^4 'arg'Taaa 
than  39  contiaetars  in  length.   I/Ongliners  and  gillnattara  can  _ 
continue  giahlng  in  these  closed  areas ♦ 

Management  o£  the  "Norwegian*  cod  stocks  is  an  international 
problem  involving  the  USSR,  Britain,  West  Geraemy/  and  Spain  among 
others.  The  main  responsibility  rests  with  Korvay  and  Kussia.  A 
nonaal  year  class  is  spawned  in  Norway/  spends  its  first  year  or 
ao  in  Russian  waters  and  then  migrates  westward  to  Norway  again. 
The  development  ot   catch  restrictions  has  been  gradual,  with  indi- 
vidual vessel  quotas  appearing  only  in  the  last  several  years. 
Longliners  and  gillnetters  have  been  unrestricted  until  this  year 
when,  under  severe  pressure  from  Russia,  these  vessels  have  b«en 
given  quotas  as  well.  However,  in  practice  tho  smaller  longlinecs 
and  gillnetters  are  still  allowed  to  continue  after  their  quotas 
are  filled. 

The  management  objective  ia  to  maintain  a  spawning  stcc'.  of 
500,Q0Xr"eona,   Ontoctuna^Biy  ali'ji^ar  ciasae»'."ciud  to  natuirs  ~"" 
-fiausaa,  from  1976  through  1331  have  been  poor.   The  197S  year  class 
was  very  strong  and  total  allowable  catch  limitations  and  severe 
closure  measures  on  trawlers  in  1379  have  worXed  well  to  preserve 
the  1975  year  class.   Fortunately  1982,  1983  and  1984  classes  havo 
ail  been  good,  with  at  least  one  considered  "rich*.   The  general 
consenxius  is  that  cod  abundance  is  on  the  increase  and  that,  with 
continued  protection  of  small  fish,  greatly  increased  catch  rates 
will  be  possible  in  the  near  future. 

Presently  aJoout  30%  of  the  Norwegian  fleet  is  ccmpoaed  of 
longliners,  many  o£  them  small  inshore  boats.  Lack  of  recent  his- 
torical rights  has  prevented  the  new,  large,  mechanised  longliners 
from  receiving  large  cod  quotas.  However  their  flexibility  allows 
them  to  operate  efficiently  while  draggers  with  twice  the  codfish 
quotas  cannot. 

Recent  trends  in  cod  landings  by  various  techniques  is  very 
informative.   The  following  table  is  from  The  Fish  and  the  Ocean, 
special  issue  number  I,  1984,  published  by  the  Norwegian  Director- 
ate  of  Fisheries.  The  article  containing  the  table  is  entitled 
Norwegian  Arctic  Cod  and  Coastal  Cod  North  of  620". 
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Scottish  and 
Gillnats     Looglindrs  Bandliners  Danish  Soinos  Draggasa 

1977  125,000       44,000      59,000       39,000       165,000 

1978  121,000       51,00'^      46,000       19,000       151,000 

1979  101,000       41,00.0      30,000       19,000       132,000 

1980  86,000       36,000      39,000       15,000        89,000 

1981  120,000       64,000      36,000       20,000        74,000 

1982  107,000       74,000      39,000       31,000        63,000 

Nota  that  all  methods  have  declined  except  longlioing,  which  has 
iscraasod  dramatically.   The  decline  in  dragger  landings  has  boen 
precipitous.   In  spite  of  obvious  advantages  and  capabilities  unde^ 
certain  conditions,  dragging  is  becoming  less  emd  less  desirable 
and  economic  given  the  requirements  for  effective  fish  production 
and  stock  management  in  Norwegian  waters.  On  the  other  hand,  the 
efficiency  of  mechanized  longliners  and  the  compatability  of  the 
technique  with  management  objectives  is  resulting  in  theis  increase. 
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•  gpurces;   Yhe  principal  sources  of  information  about  Iceland. 
are  Mr.  JaXob  JaJcobsson,  director  of  tfte  Marino  Researco.  InstttTi.t9 
in  ReyicjaviJt,  and  Mr.  Gudni  Tftorsteinsson,,  a  fishing  gear  export 
and  marine  biologiati'afc  cae  Marino  Rosearctt  Institute. 

In  many  respects  the  development  of  fishing  fleets,  related 
problems,  and  methods  o£  solution  in  Iceland  parallel  the  experi- 
ence in  Norway.   Iceland  is  very  heavily  dependent  on  fishing  for 
the  health  of  her  economy.  Aa  in  Norway,  the  majority  of  the  fish- 
ing is  accomplished  from  numerous  small  ports  ringin<?  the  coastline. 
Tftera  are  approximately  800  decked  boats  in  her  fishing  flgei;. 
aSOut'loo  of  wftich  arelstern  trawlers,  and  another  100  of  which 
fish  most  of  the  tine  with  longlines. Aa  many  ad  350-400  boats 
d^B  eogagea  in  xongiimng  at  somo  ti&a  of  the  year,  but  the  major- 
ity of  these  are  small  vessels  which  also  gillnet  and  arel some- 
times involved  with  other  fisliing  technityues  as  well,  for  example, 
drift  netting  for  herring  or  deep  water  shrimping.  Longliners 
ring  the  island,  but  even  the  larger  boats,  ranging  up  to  100  feet 
in  length  are  almost  all  tub  trawlers  relying  on  shoreside  hand 
baiting.  Only  on  the  northwest  coast  will  the  longliners  go  off- 
shore for  trips  up  to  a  week  in  length.  Even  here  most  of  them 
go  only  for  two  days (two  sets)  with  the  baiting  done  ashore.   The 
initial  introduction  of  autoliners  to  Iceland  was  not  well  rocaiv- 
cJ,  partly  duo  to  equipment  problems,  partly  due  to  fishermen's 
Nslicf  in  the  efficiency  of  hand  baited  hooks,  and  partly  dua  to 
the  proximity  of  good  fishing  grounds  to  the  coastal  ports,  which 
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afido  hand  baiting  aahoro  r«aaon&blo.  On«  of  the  main  reasons > 
howev«r/  vaa  a  deadlock  betvaen  owners,  connected  with  thd  fish 
plants >  and  czowa  concerning  equitable  share  arzang  ^uoents  on  the 
acre  expensive  and  nor a  efficient  mechanized  vessels,   there  are 
only  three  or  four  autoliners  in  all  of  Iceland.   However,  one  of 
thorn  is  now  doing  ejctromely  well  and  there  are  expectations  that 
aore  vessels  will  be  added. 

As  in  Norway/  the  governstent  attempts  to  encourage  longliners 
because  of  the  quality  of  fish  landed  and  the  conservation  bene- 
fits of  the  technique.  Also  as  in  Nor^^ay,  there  is  a  preference 
among  small  boat  owners  to  combine  a  considerable  amount  of  gill-> 
netting  with  their  longlining.   (3illnet9(7"  minimum  mesh  size)  are 
expensive,  but  when  the  fish  are  densely  schooled  they  are  also 
very  efficient,   rorthermore  when  the  spawning  capelin  corao  in  late 
rabruary  and  March  the  cod  have  much  to  eat  and  will  not  food  on 
baited  hooks.   Similarly  in  April  when  the  cod  themselves  spawn 
they  will  not  respond  to  books,  cnder  these,  conditions  gillnetters 
do  veil.  On  the  other  hand  in  autumn  and  early  winter  the  fish 
are  widely  distributed  and  even  trawlers  will  not  do  well,   it  is 
then  that  longlining  is  effective  and  popular.  By  covering  long 
stretches  of  bcttoa  with  bait  which  draws  fish  from  a  considerable 
distance  the  longliners  hav«  excellent  catches. 

Thia  present  year  is  the  first  tia«-  Zealand  has  had  quotJts 
for  individual  boats.  The  boats  can  use  emy  method  they  wish  to 
catch  their  quotas  and  are  also  allowed  to  sell  them.   Part  of  the 
purpose  of  individual  quotas  is  to  avoid  the  frenzy  of  activity 
which  noraially  accompanies  a  general  quota.   Reducing  the  intensity 
of  the  effort  is  intended  to  encourage  bettor  quality  in  the  landed 
product.  The  result  of  this  form  of  quota  system  appears  thus  far 
to  be  a  5-7%  increase  in  the  amount  of  fish  landed  in  prime  condi- 
tion. The  Marina  Research  Institute  has  also  established  quality 
grades  and  related  price  structures.  All  boats  are  now  paid  ac- 
cording to  tho  grade  of  their  fish.   This  measure  clearly  encour- 
ages better  care  of  fish  caught  by  any  method  and  helps  induce 
fishermen  to  favor  hook  fishing  over  gillnetting. 

In  general  longliners  and  gillnetters  are  protected  in  ways 
simj.lar  to  the  Norwegian  system,  with  special  efforts  to  favor  the 
longliners.  In  situations  where  gillnetters  and  longliners  com- 
pete for  the  boat  grounds,  some  areas  are  open  to  longliners  only, 
while  others  are  divided  botwoon  then  and  gillnetters.  -Similarly 
this  year  catches  in  January  and  February  by  longliners,-  only,  did 
not  count  against  their  annual  quotas.  Geographical  llndta  on 
trawlers  vary  widely  and  are  complicated  due  to  tho  diversa  makeuD 
of  ZCHlAna'S-eOhtia^fltAl^il^ii!,  aut  xA  gcxiegai  draqaers  must  opgg- 
a^a  Qg^snore.   Ttieaa  dlatance  rCquXatlona  ara  mtendod  to  protecc 
,both  tho  inahora  fish  and  otner  gisaincr  methods.  

The  cod  bio-mass  in  Icelandic  waters  stands  at  about  1,200,000 
metric  tons,  wall  below  tho  2,000,000  aotria  tons  of  seme  years  ago. 
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Biologists  8a«  rftcruitaentr  which  has  recently  been  poor,  as  datar- 
ained  by  nature  only.  Tbo  initial  size  of  year  claaaaa  they  under- 
stand as  totally  beyond  the  affects  of  fishing  effort  or  aanageraant- 
197S  was  first  thought  to  b«  a  vary  strong  year  ciaas/  but  for  rea- 
sons un)tncwn  it  did  not  nature  in  groat  numbers.  Unfortunately 
1979,  1931,  1982  and  1983  were  poor  year  classes.  Only  1980  in  the 
recent  series- was  reasonably  good. 

One  major  determinant  of  year  class  strengths  is  the  affect  of 
tba  cold  East  Greenland  current  and  the  warm  Culf  Stroam.  tfhen  the 
East  Greenland  current  swings  toward  Iceland  year  classes  tend  to 
be  poor.  When  part  of  the  Gulf  Stream  swings  around  the  north  and 
waot  coasts,  as  it  did  in  1384,  the  year  classes  are  auch  stronger. 
1934  is  expoctod  to  bo  a  very  strong  year  class. 

Such  factors  aro  boyond  anyone's  control.   Thus  Iceland's  man- 
agers see  their  role  as  protecting  the  small  fish  which  natiura  pro- 
vides until  they  mature.   Several  measures  are  in  effect  to  accom- 
plish this  end.   First,  there  is  a  ninimua  aesh  size  of  155  adlli- 
netera(S.l')  for  "trawlers..   Second_^  there  is  a  minxauiri  tiaa  aiza"  of 
50  eontiaatora (19. 69*) .   Of  course  aaallar  fiah  ara  caught.   There- 
fore soma  fisii  between  4S  and  50  centimeters  are  allowed  to  be  land- 
ed and  sold,  on  the  assumption  that  they  are  killed  euiyway  and  that 
Boae  .value  should  be  retained.   Such  fish  are  sold  for  reduced 
prices  and  generally  go  to  a  meal  operation.  Third<  a  major  pro- 
tection for  small  fish  is  provided  by  a  system  for  elcaing  areas  to 
trawlers  where  heavy  concentrati.on3  ot  iinmature  Zxati   age  located. 
Large  aesn  is  tnen  consider ea  ^naoeguata  protection. 

Thera  ara  about  100  stern  trawlers  ia  Iceland.   At  any  given 
time  about  aight  of  tha  trawlers  at  sea  w:.-ll  nave  an  ooacrvor  a'^'^ 
board  wnosa  rcsponsiaixity  la  to  an^nitor  tne  siSA  rian  cai.ig  cau<?r.c. 
If  35*,  by  count,-  of  the  fish  are  55  cenriaecors  (21. 65")  or  lass  ia^ 
lan<gtn  t.*'ie  araa  is  tmmectlate.l.y  cxoseci  to  storn  trawlara,  bu'c  ia^^ 
open  "to  longlining  and  some  ocf:er  ttsning  aotJioQa.   someone  is  on 
duty  every  flour  oi  tne  year  at  tiie  ."Marine  fisflaries  Institute.   When 
the  observers  determine  the  excess  abundance  of  small  fish  and  lo- 
cate the  general  boundaries  where  they  are  found,  a  radio  call  is 
placed  to  the  Institute.  .  Whoever  is  on  duty  consults  with  tha  Di- 
rgctor_o£_the  Institute  and  the  area  is  closed,  Sv* radio,  within 
one  to  two  hours  of  the  obaervor's  first  call.   Tne  coast  guard  "~ 
is  notified  right  *way  and  tao  Ministry  o£  Fisneries  is  notified 
the  next  day.   The  closed  areas  aro  reinspocted  frequently,  nora- 
ally  about  once  a  week,  and  reoponed  when  the  small  fish  leave. 
If  the  fish  persist  for  more  than  two  to  three  months,  tho  contin- 
uing closure  must  be  authorized  by  the  Ministry  of  Fisheries,  a 
process  which  takes  two  or  three  days. 

In  both  Norway  evnd  Iceland  considerable  effort  is  expended  to 
encourage  longliners.   Only  minimal  restrictions  are  put  on  them. 
In  general  they  are  allowed  to  fish  whenever  and  wherever  they 
want.   No  emphasis  is  placed  on  protecting  spawning  grounds  or 
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««^ffi^'***  from  longllna*.   Howavor,  subatantlal  affort:  is  placod 
on  alloving  small  fish  to  aatura  vith  the  help  ot   reatrictiva  mea^ 

liaxih?2  H^r^f'f'  "^^^"^  ^^^^  «^"  regulations,  and  falt-IctTngf 
floxibl*  but  atringent  oeasuraa  to  excluda  draggers  from  arear 
Where  large  numbers  of  juveniles  are  being  cau|htT 

These  approaches  are  consistent  with  the  theory  that  na->-urB 
tirL?''^f°^°n  ^^"^^^^  strength  of  year  cJIsf^sT^d  l^lf 
tiSe!  '    management  is  to  allow  juvenile  fish  to  ma- 
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A  BLUEPRINT  FOR  THE  YEAR  2000 

■  When  I  was  first  asked  to  address  you,  I  was  told  my  subject 
would  be  "Costs  of  Longlining  vs  Trawling".  I  willingly  agreed  to 
do  this  because  it  appeared  to  be  an  interesting  subject  to 
explore. 

As  my  thoughts  developed,  however,  it  became  apparent  this  was 
a  far  more  complex  subject  than  I  had  anticipated  and  I  finally 
concluded  the  whole  subject  deserved  a  lot  more  thought  and  study 
than  could  possibly  be  given  to  it  here.  In  fact,  the  relative 
economics  of  longlining  and  trawling  would  make  an  excellent 
subject  for  a  business  student's  Master's  thesis.  Thus,  in  the 
time  allotted,  I  propose  I  merely  sketch  out  for  you  where  I 
believe  the  Atlantic  fishery  should  be  headed  over  the  next  ten 
years  and  why  I  think  longlining  plays  a  key  role  in  that  future. 
Many  of  you  are  no  doubt  familiar  with  some  of  the  studies 
which  have  been  done  comparing  the  direct  cost  of  operating 
trawlers  with  that  of  longliners.  These  studies  have  generally 
tried  to  demonstrate  that  gear,  fuel  and  repair  costs  for  a 
longliner  are  lower  than  for  a  trawler  because  longlining  is  a 
passive  fishing  method.  From  my  past  experience,  operating  a  large 
fleet  of  conventional  wetfish  stern  trawlers  and  from  the  current 
data  I  have  from  operating  offshore  longliners,  added  to  by  the 
generous  co-operation  of  some  inshore  longliner  and  dragger 
fishermen  who  have  shared  their  operating  costs  with  me,  I  think 
I  cim  in  a  good  position  to  look  at  the  true  cost  of  operating 
various  types  of  trawlers  and  longliners  in  Atlantic  Canada.  I 
would  like  to  share  this  with  you  now. 
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TABLE_4 

1990   VESSEL   OPERATING   COSTS 

ASSUMING   NEW    VESSELS   AND    STOCK    RECOVERY    IN   ALL   AREAS. 

CREW   COSTS    EXCLUDED 


VE5SSEL 

b't'-ll  WOOD 

99'  STEEL 

135'  STEEL 

64'-llSTEEL 

90'   STEEL 

150'  STEEL 

LONGLINER 

LONGLINER 

LONGLINER 

TRAWLER 

TRAWLER 

SCOTTISH 

SEINER 

OFFSHORE 

STERN 
TRAWLER 

ASSUnPTIONS: 

ANNUAL  SEAOAYS 

170 

260 

270 

210 

250 

270 

ANNUAL  CATCH/LB 

1,250,000 

it.OOO.OOO 

5,000,000 

2,500,000 

4,500,000 

8,500,000 

ANNUAL  CATCH/KG 

567,000 

1,815,000 

2,269,000 

1,134,000 

2,042,000 

3,857,000 

FUEL  COST/LTR 

0.2«»3 

0.2'»3 

O.a'tS 

0.243 

0.243 

0.243 

CAPITAL  COSTS 

800,000 

2,900,000 

<»,500,000 

1,500,000 

3,000,000 

8 , 600 , 000 

OPERATING  EXP 

FUEL  &  LUBE 

29,000 

10'»,000 

124,000 

90,000 

150,000 

376,000 

GEAR 

10,000 

«»5,000 

63,000 

36,000 

69,000 

165,000 

ICE 

^,000 

0 

0 

13,000 

28,000 

50,000 

RiM  +REFIT 

28,000 

140,000 

145,000 

50,000 

145,000 

375,000 

BAIT  i  ICE 

50,000 

113,000 

123,000 

0 

0 

0 

FOOD 

8,000 

37,000 

40,000 

16,000 

30,000 

58,000 

niSCE 

8,000 

1,000 

1,000 

12,000 

15,000 

4,000 

TOTAL  OPERATING 

EXCLUDING  CREW 

137,000 

^iiO.OOO 

496,000 

217,000 

437,000 

1,028,000 

SHARE 
FIXED: 

DEPRECIATION 

-  OVER  20  YRS 

^0,000 

l^tS.OOO 

225,000 

75 , 000 

150,000 

430,000 

INTEREST  312. 5/. 

100,000 

362,500 

562 , 500 

187,500 

375 , 000 

1,075,000 

INSURANCE 

2'»,000 

52,500 

81,000 

45,000 

60,000 

155,000 

TOTAL  FIXED 

16'»,000 

560,000 

868,500 

307 , 500 

585,000 

1,660,000 

TOTAL  OPERATING 

&  FIXED 

301,000 

1,000,000 

1,364,500 

524,500 

1,022,000 

2,688,000 

COST/LB t 
OPEPATIMS 
FIXED 


0.110 
0.131 


0,110 
0.140 


0,250 


0.099 
0.174 


0.0S7 
0.123 


0.097 
0.130 


0.121 
0.195 


0.316 


QFERATIM5 
FiJfED 


0.34S 

o.ea? 


0.848 
0.309 


0,531 


0.819 
0.363 


0.191 
0.871 


0.814 
0.896 


0.867 
0.430 


0,697 
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/2 
Table  I  compares  the  operating  and  fixed  costs  for  three  types 
of  longliners  and  trawlers.  In  order  to  make  a  fair  comparison  of 
the  economics  of  each  type  of  vessel,  I  have  assumed  that: 

1)  The  vessels  fish  from  Nova  Scotian  ports  on  the  Scotian  Shelf, 
Grand  Banks  and  Labrador  grounds  as  appropriate  for  their  size 
and  fishing  method; 

2)  All  vessels  are  new  and  are  treated  in  the  same  way  for 
depreciation  and  interest; 

3)  The  same  price  is  charged  for  fuel  using  1989  prices; 

4)  The  stocks  in  all  areas  have  recovered  to  reasonable  levels 
so  the  vessels  can  go  fishing  to  the  best  of  their  ability 
without  constraints  such  as  trip  limits,  etc.; 

5)  Fish,  other  than  redfish,  will  be  properly  iced  and  gutted  to 
land  quality  fish. 

In  other  words,  the  intention  is  to  arrive  at  the  true  cost 
of  landing  fish  by  allowing  each  vessel  type  to  demonstrate  its 
maximum  fishing  potential.  Crew  costs  have  been  excluded  to  avoid 
distorting  the  figures  as  there  are  so  many  different  ways  of 
paying  the  crew.  The  bottom  line,  however,  is  that  in  all  cases 
the  crew  must  be  paid  for  their  labour,  so  excluding  this  cost  will 
not  distort  the  figures  if  what  we  are  looking  for  is  a  comparison 
between  vessel  type  with  respect  io  catching  costs. 

Tables  lA  and  IB  show  in  bar  graph  form  the  cost  of  catching 
per  kilogram  and  per  pound  for  operating  and  fixed  expenses.  These 
tables  put  the  data  from  Table  1  into  bar  graph  form  for  easier 
comparison. 


222 


/3 
These  illustrate  quite  clearly  that  if  straight  operating  and 
fixed  expenses  are  the  only  factors  to  be  considered  then  the  most 
economical  means  of  catching  fish  is  with  a  64 '11"  steel  trawler 
at  21<(:  per  pound  or  a  90'  steel  trawler/Scottish  seiner  at  22.7<t 
per  pound.  Both  of  these  would  normally  be  operated  by  an 
independent  fisherman  without  any  significant  shore  overhead  costs. 
At  the  other  end  of  the  scale,  the  150  ft  wetfish  trawler  is 
the  most  expensive  vessel  to  operate  by  a  very  significant  factor, 
at  31.6<t  per  pound.  You  can  see  it  has  both  higher  operating  and 
fixed  costs.  Not  included  in  this  cost  breakdown  for  these  big 
trawlers  is  the  additional  high  cost  of  shore  support  systems  and 
services  they  must  have.  There  is  little  doubt  it  is  a  myth  that 
the  offshore  wetfish  trawler  is  an  economic  way  of  catching  fish 
in  the  1990s.  Between  these  two  cost  extremes,  the  independent 
trawler  and  the  large  fleet-owned  trawler,  come  the  three 
longliners  at  24.1$,  25<):,  and  27. 3$  per  pound  respectively. 

To  me  the  most  interesting  comparison  is  between  the  99  foot 
steel  longliner  and  the  90  foot  combination  trawler/Scottish 
seiner.  The  longliner  fishes  ten  more  days  per  year  but  catches 
a  half  million  pounds  (about  25%)  less  fish  than  the  trawler.  They 
both  cost  about  the  same  to  buy  new,  and  about  the  same  to  operate 
each  year.  But,  note,  I  have  ignored  any  possible  differences  in 
revenue.  These  numbers  only  reflect  the  easily  measured  costs  that 
we  have  traditionally  used. 
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Are  there  any  other  costs  than  these?  I  have  begun  to  think 
so.  More  and  more  people  are  beginning  to  realize  the  presence  of 
environmental  costs  and  that  these  must  be  paid  for  and  factored 
into  the  economic  equation.  In  North  America,  for  example,  there 
is  a  growing  movement  that,  "Those  who  pollute  should  have  to  pay". 
It  is  coming  to  be  understood  that  economic  prosperity  and 
environmental  quality  are  linked  and  mutually  reinforcing.  People 
are  beginning  to  ask  whether  trawler  fishing  is  turning  the  fishery 
into  a  non-renewable  resource.  In  other  words,  has  the  widespread 
use  of  trawlers  led  us  to  the  point  where  resource  extraction 
exceeds  regenerative  capacity?  While  I  don't  think  such  questions 
are  being  asked  in  order  to  blame  trawler  fishing  for  declining 
stocks,  I  do  believe  that  many  people  are  beginning  to  believe  that 
the  type  of  fishing  technology  employed  is  a  key  factor  in  such 
declines. 

As  I  thought  about  these  things,  I  began  to  realize  that  an 
analysis  of  the  true  cost  of  catching  fish  must  also  incorporate 
environmental  factors  and  could  not  be  a  function  of  operating 
costs  alone.  I  was  brought  to  this  conclusion  in  part  by  my  recent 
operating  experience  with  longliners.  These  vessels  consistently 
catch  fish  in  the  20-30  lb  range  and  often  higher.  This  compares 
with  3-7  pound  fish  landed  from  trawlers.  Thus,  trawlers  take 
three  to  seven  times  more  individual  fish  than  longliners  with  the 
resulting  lost  fishing  opportunity  from  the  fish  that  are  not 
allowed  to  grow.  This  statistic  has  tremendous  implications  for 
fisheries  management.  Another  startling  statistic  is  that  the 
discard  rate  from  longliners  is  only  .002,  or,  two  tenths  of 
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one  percent!  Trawlers  can't  even  dream  of  such  results.  These 
facts  have  led  me  to  understand  the  dangers  of  being  obsessed  with 
the  operating  numbers  and  to  be  wary  of: 

"Not  being  able  to  see  the  wood  for  the  trees". 
Clearly,  it  has  become  essential  to  look  at  the  true  cost  of 
trawling  which  none  of  the  previous  studies  have  done.    As  a 
proposal  for  further  research,  I  submit  the  following  costs  should 
be  quantified  and  included  in  the  costs  of  catching  fish: 

a)  The  cost  of  fish  tonnage  lost  due  to  the  catching  of  and 
damage  to  immature  fish.  The  lost  tonnage  is  created  in  two 
ways.  Immature  fish  are  taken  before  they  can  add  significant 
weight.  Immature  fish  are  taken  before  they  can  spawn  to 
produce  new  fish. 

b)  The  cost  this  lost  tonnage  creates  for  communities,  fishermen 
and  companies  as  plants  shut  down  because  of  lack  of  quota. 

c)  The  cost  to  the  country  and  to  all  of  us  as  tax-payers  to  fund 
the  protection  and  enforcement  required  to  police  the  trawler 
fishery,  which,  I  believe  can  be  shown  to  be  more  costly  for 
government  to  manage  than  a  longline  fishery. 

d)  The  cost  to  the  country  of  bailing  out  companies  and 
communities  time  after  time  because  of  stock  collapses  which 
came  aJaout  through  the  worsening  of  natural  cycles  by  the 
over-capacity  and  over-exploitation  of  fish  stocks  by  the 
trawler. 

e)  The  cost  of  innumerable  government  studies,  commissions,  task 
forces,  and  the  like,  to  examine  the  problems  affecting  the 
fishery  and  to  provide  recommendations  for  change. 
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f)  The  high  overhead  cost  that  large  companies  incur  to  control 
and  administer  their  trawler  fleets  in  order  to  comply  with 
the  ever-increasing  web  of  government  regulations  designed  to 
ensure  that  micro-management  plans  are  followed  and  enforced. 

Ladies  and  gentlemen  the  list  goes  on  and  on!  The  problem  is 
not  confined  to  Atlantic  Canada;  it  is  a  world-wide  problem.  Every 
country  which  has  a  major  trawling  industry  has  similar  problems 
and  costs.  In  Atlantic  Canada,  the  hidden  costs  of  operating 
trawlers  probably  add  billions  of  dollars  a  decade  to  the  fishing 
industry's  bill  to  the  nation's  tax  payers.  For  example,  I  am 
convinced  that  if  these  costs  were  accurately  measured  and 
allocated,  the  true  cost  of  landing  a  pound  of  fish  with  that  90' 
combination  trawler/seiner  would  be  significantly  higher  than  to 
land  a  pound  with  the  99'  steel  longliner.  To  my  knowledge, 
however,  these  costs  have  never  been  studied  in  anything  mere  than 
in  the  most  superficial  way.  The  time  has  come  to  do  so.  All  of 
us,  politicians,  bureaucrats,  industry  leaders,  both  in  the 
companies  and  those  representing  fishermen,  have  all  been  guilty 
of  the  cardinal  sin  of: 

"Not  being  able  to  see  the  wood  for  the  trees". 
There  might  have  been  a  few  lone  voices  out  there,  trying  to 
highlight  the  problems  with  trawler  technology,  but  they  have  been 
pushed  to  one  side  by  the  majority,  myself  included,  who  had  only 
one  desire  and  that  was  to  catch  more  fish,  "economically". 
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This  has  been  particularly  true  since  the  introduction  of  the 
diesel  engine  to  the  trawler  fleets  of  the  world;  for  convenience 
lets  say  since  the  end  of  World  War  Two.  In  1946,  the  oceans  were 
teeming  with  fish.  The  supply  was  apparently  endless  and 
populations  needed  to  be  fed.  The  trawler  was  cheap  to  build, 
efficient,  and  nobody  was  really  concerned  about  conservation  or, 
if  they  even  thought  about  it,  it  was  someone  else's  problem.  Most 
of  us  got  caught  up  in  the  process  of  technological  innovation, 
which  dazzled  us  and  made  the  trawler  ever  more  efficient  and  ever 
more  destructive  with  the  result  that,  gradually  over  the  past 
forty  years,  one  fishery  after  another  has  collapsed.  This  has  led 
to  an  endless  cycle  of  crises  in  world  fisheries  followed  by 
regulations  designed  to  improve  the  local  situation  but  which  never 
did,  such  as  fishery  closures  or  cut  backs  to  allow  stocks  to 
recover,  so  that  we  could  start  the  cycle  all  over  again.  We  must 
all  have  been  mad!  The  fact  of  the  matter  is  that,  on  a  world  wide 
basis,  we  were  blind  and  never  really  stopped  to  look  at  the  whole 
problem. 

The  tragedy  is  that  here  in  Canada  where  we  have  prided 
ourselves  in  our  fisheries  management  systems,  we  must  now 
recognize  that  in  the  groundfish  fishery  we  have  failed  totally. 
After  fifteen  years  or  so  of  highly  expensive  management  to  ensure 
stock  recovery,  almost  all  species  of  groundfish  are  in  decline. 
The  Kirby  Task  Force  of  1982  did  not  identify  there  was  a  real 
problem  with  our  resource  management  system.  Industry  leaders  of 
the  day  were  more  focused  on  their  share  of  the  resource  than 
management  of  the  stocks  or  fishing  technology.   Even  as  recently 


227 


/8 
as  the  past  year,  there  have  been  three  separate  government  studies 
into  the  state  of  the  Atlantic  groundfish  fishery,  all  of  which 
largely  failed  to  recognize  that  one  of  the  major  problems  with  our 
fishery  is  that  of  fishing  technology  employed.  Unfortunately,  to 
a  very  large  extent,  the  studies  opted  for  the  status  quo.  They 
recommended  band-aid  solutions  such  as  altering  a  regulation  here, 
adding  another  there,  increasing  mesh  size  again  to  try  to  deal 
with  the  problem  of  catching  immature  fish  and  so  on.  Such  a 
piecemeal  approach  has  never  worked  in  the  past  and  I  can 
confidently  say  that  it  will  not  work  in  the  future.  We  must 
address  the  root  cause  of  the  problem,  which  means  curtailing  the 
use  of  trawlers. 

Longlining  may  have  some  faults  and  disadvantages,  but  it 
never  has  and  never  will  lead  to  the  collapse  of  whole  fisheries, 
with  the  ensuing  social  costs  this  leaves  in  its  wake.  The  simple 
reason  for  this  is  that  longlining  can  be  very  easily  controlled 
and  only  catches  mature  fish. 

I  discussed  this  problem  with  a  very  successful  trawler 
Captain  in  preparation  for  this  talk.  He  summed  it  up  very  well 
by  saying :- 

'Dragger  fishing  was  fine  for  me,  but  it  did  not  leave 

anything  for  my  son' . 
Please  let  me  state  here  and  now  that  I  do  not  advocate  a  ban  on 
trawling  technology.  To  say  that  would  be  sheer  nonsense  as  there 
are  many  fisheries  where  trawling,  or  the  use  of  nets,  is  the  most 
appropriate  technology.  How  many  flatfish,  redfish  or  shrimp,  to 
name  but  a  few,  would  we  catch  using  longlines  or  passive  gear? 
Not  too  many. 
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What  is  needed  is  a  balanced  fishery  where  conservationist 
fishing  tools  are  used  to  their  full  effect,  so  stocks  can  be  fully 
exploited  to  the  extent  nature  will  allow  us,  so  that  they  can  be 
sustained  year  after  year  to  leave  a  strong  healthy  fishery  for 
our  fishermen,  their  sons  and  their  son's  sons.  I'm  not  saying 
this  because  I've  suddenly  turned  "green".  I'm  saying  it  because 
getting  the  resource  to  long  term  sustainability  is  the  only  basis 
for  a  successful  commercial  fishery,  and  I'm  in  the  fishing 
business. 

The  time  is  ripe  for  change.  Most  people  realize  that  a 
change  of  direction  of  some  sort  is  necessary  in  the  fishery  as  the 
present  arrangements  are  clearly  not  working.  Since  the  early  '60s 
the  groundfish  fishery  has  never  generated  any  real  wealth  and  has 
at  best  been  a  marginal  employer,  with  repeated  cycles  of  boom  and 
bust,  with  very  little  boom. 

Fortunately,  we  have  a  once  in  a  lifetime  opportunity  to 
effect  real  change  without  undue  hardship.  The  existing  offshore 
wetfish  stern  trawler  fleet  is,  to  a  large  extent,  old  and  will 
soon  need  replacement.  Consequently,  there  is  an  opportunity  to 
plan  the  catching  technology  that  should  be  used  in  Atlantic  Canada 
to  take  us  into  the  21st  century.  My  hope  is  that  we  have  people 
with  vision  who  will  look  at  the  fishery  objectively  and  not  repeat 
the  mistakes  of  the  past  by  simply  replacing  the  existing  offshore 
groundfish  trawler  fleets  with  trawlers  that  are  even  more 
effective.  This  would  result  only  in  a  repetition  of  the  cycle  of 
crisis  after  crisis,  which  has  been  our  history.  Everybody 
involved  in  the  groundfish  fishery  has  been  affected  by  the 
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destructiveness  of  both  the  inshore  and  offshore  trawler  fleets. 
Consequently,  I  believe  that  with  respect  to  plans  for  trawler 
fleet  renewal,  the  decision  is  not  one  that  should  be  made  by  the 
trawler  operators  alone.  We  all  have  a  stake  in  the  decisions  for 
replacement  of  the  offshore  fleet.  These  decisions  will  ultimately 
affect  everyone  involved  in  the  fishery.  Similarly,  many  inshore 
fishermen  have  got  to  accept  they  must  adopt  other  fishing  methods 
which  are  less  harmful  to  the  stocks.  Destructive  fishing  methods 
can  no  longer  be  tolerated  from  any  operator.  We  are  pushing 
Mother  Nature  to  the  limit;  there  may  not  be  much  "give"  left  in 
the  system. 

I  wish  to  make  a  recommendation  at  this  time  and  seek  the 
support  of  this  conference  that: 

The  Federal  Government  immediately  set  up  a  commission  to 
study  and  make  recommendations  with  respect  to  the  most 
appropriate  mix  of  fishing  technology  to  be  employed  by  the 
Atlantic  groundfish  fishery  by  the  year  2000. 

While  a  report  like  this  should  take  only  about  a  year  to 
complete,  I  have  chosen  a  ten  year  time  frame  to  reach  the 
objectives  because  a  significant  change  in  investment  patterns  is 
envisaged  and  this  cannot  happen  over-night. 

The  objective  of  this  commission,  which  I  hope  will  be  the 
last  commission,  should  be  to  examine  fisheries  policy  towards 
management  and  technology  to  achieve  the  following  objectives: 

1.  A  sustainable  biomass 

2.  A  sustainable  catch  (subject  to  natural  cycles) 

3.  A  sustainable  return  on  investment 
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4.  Major  de-regulation  of  fisheries  management  to  make  it  cost 
effective  and  accountable 

5 .  Management  of  each  stock  by  individual  fish  removed  rather 
than  by  tonnage,  to  the  extent  possible 

6.  A  balance  of  harvesting  technologies  to  provide  the  greatest 
economic  return  on  a  continuing  basis. 

Having  called  for  the  establishment  of  a  commission  to  take 
us  to  a  sustainable  fishery  by  the  turn  of  the  century,  I  would 
like  to  present  to  you  my  blueprint  for  the  year  2000.  I  believe 
this  plan  will  allow  us  to  achieve  this. 

My  blueprint  consists  of  twelve  points: 
1.        There  must  be  a  significant  phasing  out  of  older  offshore 
trawlers  with  their  catching  power  replaced  by  offshore 
longliners  of  the  type  and  design  shown  in  Figure  I . 

These  are  all-weather  vessels  designed  for  year-round 
operation  and  capable  of  achieving  270  sea  days  a  year  when 
wet-fishing  and  300  sea  days  when  f reezing-at-sea.  Truly,  the 
modern  longliner  has  come  a  long  way  since  the  days  of  the 
schooner  or  even  the  large  wooden  vessels  which  are  still  in 
use  in  Atlantic  Canada  today.  They  meet  the  delivery 
requirements  of  modern  fish  plants  for  year-round  and 
consistent  supplies  of  raw  material  to  allow  for  production 
planning.  Over  the  years,  that  was  one  of  the  main  arguments 
put  forward  in  support  of  the  trawler  and  it  was  a  very 
important  one.  Clearly,  modern  longliners  now  meet  this 
criterion. 
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2.  Longliners  of  all  sizes  currently  take  about  10%  of  the 
cod  resource  while  trawlers  currently  catch  about  60%  of  all 
cod,  I  believe  we  should  work  towards  reversing  this 
relationship  so  that,  by  2000,  the  longliner  share  of  codfish 
is  raised  to  60%.  This  target  should  be  reached  by 
intermediate  targets  such  as:  30%  of  all  cod  should  be  caught 
by  longliners  by  1995.  Such  targets  could  be  enforced  by  the 
annual  groundfish  management  plan  which  needs  considerable 
overhauling.  Various  tools  could  be  employed  such  as 
assigning  all  the  growth  in  stocks  to  longline  gear  and  giving 
longliners  a  less  than  proportionate  reduction  when  stocks 
decline.  Given  that  trawlers  take  three  to  seven  times  more 
individual  fish  out  of  the  water  per  equal  volume  than 
longliners,  it  plainly  does  not  make  sense  to  share  stock 
growth  and  decline  proportionately. 

3.  The  principles  behind  the  current  groundfish  management 
plan  were  designed  at  a  time  when  it  was  believed  that  stocks 
would  recover  and  that  it  would  be  easy  to  satisfy  social 
objectives  over  the  long  term.  As  a  result,  the  principles 
in  the  plan  largely  reflect  social  objectives.  For  example, 
there  is  no  statement  or  recognition  in  the  current  plan  that 
differing  fishing  technologies  impact  on  the  resource 
differently  and  that  this  should  be  taken  into  account  when 
making  allocations.  In  this  way,  biological  objectives  are 
usually  sacrificed  for  social  objectives.  The  annual 
cvunulative  effect  of  this  strategy  is  that  now  the  biology  is 
so  weak  that  the  social  objectives  can't  be  realized. 
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FIGURE    I 
M.V.    "ATLANTIC    EXI'LOKliR" 
BUILT    1988 

SHELTER  DECK 
135  ET 

LONCLINER 


EQUIPPED  FOR  PRODUCTION  OF  15  TONS/DAY  FROZEN 
CROUNDFISU  IN  BLAST  OR  VERllCAL  PLATE  FREEZERS 
OR  WET  FISH  IN  PEN  STOWAGE. 
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The  processes  by  which  fisheries  management  is  decided 
must  also  be  changed.  Given  that  we  try  to  manage  by  a 
consensus  of  industry  sitting  around  a  table,  how  can  a  sector 
which  catches  only  10%  of  the  resource  be  heard  let  alone 
bring  about  change  for  the  good  of  all?  Answer:  It  must 
resort  to  conferences  such  as  this.  Seriously,  however,  we 
cannot  continue  to  manage  by  destructive  consensus.  Did  you 
know  that  longliners  over  65  feet  in  Atlantic  Canada  have  no 
formal  representation  on  the  committees  which  decide  their 
allocations?  There  is  no  doubt  that  the  consultative 
processes  favour  trawler  interests. 

Cod  taken  by  longliner  should  be  placed  on  allowance, 
rather  than  quota.  This  will  have  the  advantage  of 
encouraging  trawlers  to  switch  to  the  longline  method 
voluntarily  and  effect  a  reduction  in  the  catching  of  immature 
or  juvenile  fish.  In  fisheries  managed  by  Enterprise 
Allocations  ( EAs ) ,  trawlers  switching  to  longline  will  take 
fish  with  them  into  the  allowance. 

The  apparent  generosity  to  longliners  in  providing  them 
a  fishery  not  subject  to  quota  closure  only  reflects  the 
nature  of  longlining,  which  is  to  select  for  only  the  larger 
mature  fish  which  have  already  spawned.  There  is  thus  no  need 
to  quota  the  fishery.  Furthermore,  our  objective  is  to 
encourage  longlining  as  a  conservationist  method  of  fishing. 

Longliners  will  be  managed  by  hook  size  only.  A  size  of 
hook  will  be  determined  that  will  enable  a  high  probability 
fish  will  spawn  at  least  twice  prior  to  capture. 
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Encouragement  of  the  adoption  of  longlining  will  have 
longterm  benefits  for  fisheries  managers.  Resource  removals 
by  longliners  are  easily  controlled  because  it  is  very 
difficult  to  cheat.  Unlike  mesh  sizes,  hook  sizes  can't  be 
tampered  with.  A  longliner  can  only  haul  so  many  hooks  per 
day  virtually  regardless  of  engine  size  or  line  length.  A 
dragger,  however,  can  increase  volume  substantially  with 
bigger  engines  and  bigger  nets.  Thus,  the  size  and  capacity 
of  draggers  has  become  a  big  problem  for  fisheries  managers 
which  have  tried  to  control  them  by  mandating  their 
inefficiency.  This  has  needlessly  driven  up  the  costs  of 
landed  fish  and  made  the  industry  less  economic.  The  costs 
of  landed  fish  from  longliners  do  not  have  mandated 
inefficiencies  built  into  them  -  or  shouldn't  have. 

All  vessels  which  opt  to  continue  to  use  trawler 
technology  shall  do  this  under  an  EA  program  or  individual 
boat  guota. 

From  their  Enterprise  Allocation  or  quota  it  will  be 
necessary  for  them  to  reserve  sufficient  cod  by-catch  to 
permit  sensible  exploitation  of  the  other  fisheries  for 
pollock,  flatfish  and  redfish,  where  the  trawl  or  net  is  the 
only  sensible  fishing  technology. 

A  special  program  should  be  developed  to  deal  with  the 
catching  of  northern  cod.  Specifically,  this  will  recognize 
that  trawler  technology  is  necessary  to  capture  these  fish  in 
winter  due  to  ice  conditions  that  prevail  on  the  grounds. 
Research  should  be  undertaken  to  study  the  effect  of  trawling 
during  spawning. 
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9.  All  banked  licenses  should  be  eliminated.  These  licenses 
have  been  banked  largely  since  the  declines  of  the  mid  1980s. 
These  declines  came  about  in  part  because  of  the  abundance  of 
licenses  and  harvesting  capacity.  Reactivation  of  such 
licenses  when  stocks  recover  will  only  lead  us  back  into 
declining  fisheries. 

10.  The  size  of  fish  taken  out  of  the  water  is  a  critical 
factor.  As  stated  earlier,  we  should  have,  as  an  objective, 
the  management  of  our  fisheries  by  numbers  of  fish  removed 
rather  than  by  volume.  With  this  in  mind,  it  is  not 
acceptable  we  should  target  17"  as  the  minimiim  size  of  cod 
fish  for  the  simple  reason  fish  usually  have  not  reached 
spawning  age  when  captured  at  17".  Our  objective  must  be  to 
ensure  by  the  year  2000  that  fish  have  spawned  at  least  twice 
before  capture.  Initially,  one  spawning  period  may  suffice. 
Consequently,  it  is  recommended  we  should  initially  target  an 
average  size  for  cod  fish  of  19".  We  must  recognize  that  fish 
in  different  stocks  grow  at  different  rates.  While  this  must 
be  taken  into  account  in  our  management  plans,  we  must  settle 
on  one,  acceptable  average  size  to  the  extent  possible  for 
ease  of  management  and  fleet  flexibility. 

Rather  than  use  minimvun  size  as  the  regulation,  however, 
it  is  recommended  we  use  an  average  size  of  19".  The 
recommendation  for  average  rather  than  minimum  size  is  one  of 
practicality.  The  use  of  average  size  prevents  the  wasteful 
destruction  of  small  fish.  In  addition,  the  difficulties  with 
minimum  size  in  measuring  individual  fish  can  be  avoided.  All 
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that  is  needed  is  for  a  fisheries  officer  to  take  several 
samples  of  ten  fish  per  sample.  Each  sample  must  add  to  190" 
of  fish.  Average  size  is  used  in  the  scallop  fishery  as  a 
major  management  tool  because  it  is  practical.  Why  not  apply 
it  to  the  groundfish  fishery? 

While  more  study  is  required  about  the  impact  of  mesh 
size  in  specific  areas,  the  basic  objective  should  be  that 
trawlers  catching  cod  fish  be  given  the  choice  in  the 
immediate  future  of  using  either  140  mm  square  mesh  or  155  mm 
diamond  mesh  for  the  cod-end  with  a  move  exclusively  to  square 
mesh  once  sensible  operating  experience  has  been  obtained. 

It  is  further  recommended  that  rope  bands  on  the  cod- 
end  be  banned  as  these  allow  constriction  of  the  mesh. 
Similarly,  lengthening  pieces  in  the  cod-end  must  be 
eliminated.  It  will  never  be  possible  to  prevent  adjustments 
to  the  net  to  allow  it  to  fish  with  restricted  mesh  size,  but 
we  might  as  well  reduce  the  opportunities  to  do  this. 
11.  The  use  of  gillnets  must  be  strictly  controlled  by  mesh 
size  to  target  larger  sizes  of  fish.  Areas  fished  and  number 
of  nets  worked  will  be  restricted.  Nets  will  be  required  to 
be  tended  daily  and  selected  use  of  degradable  materials  to 
reduce  the  harmful  affects  of  ghost  fishing  will  be  enforced. 
It  is  not  that  gillnets  are  inherently  bad;  it  is  just  that 
the  fishing  method  has  been  abused  in  recent  years  in  Atlantic 
Canada  by  use  of  bad  operating  practices.  Specifically, 
however,  gillnet  fishing  should  not  be  encouraged  at  the 
expense  of  longlining. 
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12.  Fishing  by  foreign  countries  on  our  transboundary  stocks 
is  a  continuing  problem  made  worse  by  the  fact  they  choose  to 
ignore  quota  restrictions.  This  situation  is  compounded 
because  we  allow  foreign  fleets  to  use  whatever  technology 
they  wish.  We  do  this  because  we  have  yet  to  give  formal 
recognition  ourselves  to  the  fact  that  choice  of  technology 
is  just  as  important  a  factor  in  resource  health  as  total 
removals.  When  we  are  able  to  recognize  this  fact 
domestically,  we  must  impose  it  on  our  fishing  neighbours. 
To  the  extent  longliners  relative  to  trawlers  actually  save 
fish,  we  may  even  be  able  to  offer  inducements  to  these 
countries  to  use  longliners  by  expanding  their  quotas.  With 
respect  to  transboundary  stocks,  we  have  a  simple  choice  to 
make:  either  declare  sovereignty  to  the  edge  of  the 
continental  shelf  or  address  the  problem  through  requiring 
changes  in  technology.  Since  Canada  has  no  apparent  will  to 
expand  jurisdiction,  our  choice  is  obvious.  To  this  end,  I 
propose  that,  by  the  year  2000,  60%  of  codfish  caught  by 
foreign  fleets  on  NAFO  and  Canadian  stocks  be  required  to  be 
caught  by  longliners. 

As  I  close  this  presentation,  I  would  like  to  point  out  that 
much  of  what  I've  said  is  not  new. 
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In  the  1928  Royal  Commission  of  Fisheries  I  find  the  following 

quote: 

the  chief  objections  to  steam- trawlers  may  be  enumerated 
as  follows:  (1)  that  they  destroy  the  spawn  of  cod  and 
haddock,  (2)  that  they  destroy  the  feeding  grounds  of 
fish,  with  disastrous  results,  (3)  that  they  take  large 
quantities  of  immature  and  marketable  fish,  the  result 
of  which,  with  intensity  of  fishing,  will  be  the 
inevitable  depletion  of  the  fishing  grounds,  (4)  that 
•  they  are  responsible  for  over-production  and  the 
consequent  glutting  of  the  market....  and  so  on. 

As  you  know,  steam  trawlers  were  allowed  and  these  in 
turn  gave  way  to  diesel  stern  trawlers  with  sophisticated 
electronics  which  are  today  much  more  efficient  than  the  trawlers 
of  1928.  Trawlers  then  were  the  wave  of  the  future  and  their 
development  was  irresistible.  Unfortunately,  we  have  reached  the 
point  where  trawlers  dominate  the  fishery  to  the  detriment  of  even 
their  own  existence.  It  is  ironic  that  we  must  now  develop  a 
fishery  which  gives  prominence  to  the  modern  longliner  so  that 
trawlers  can  have  a  sustainable,  albeit  a  reduced,  fishery.  It 
seems  that  the  concerns  about  trawlers  that  were  given  to  the  1928 
Royal  Commission  have  now  come  to  pass.  The  difference  is  that 
this  time  we  really  must  deal  with  them.   We  have  no  choice. 

Thank  you. 
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AS  A  FISHERY 
MANAGEMENT  TOOL 

Prcx:cedings  of  a  Nalional  Conference  lo  Consider 
Limiled  Entry  as  a  Tool  in  Fishery  Management 

Denver 

July  17-19. 1978 


MORATOIUA  AND  ALTERNATIVES 


James  O'MaUey: 

I  hear  many  council  members  using  Ihe  word  "moralorium"  and  feeling 
lairly  comforliible  behind  il.  I  would  like  lo  ask  Mr.  Burke  or  Mr  Mundl  If  Ihii 
moralonum  idea  Is  just  temporary,  if  it  escapes  any  of  the  constiluUonal  provi- 
sions, or  if  moralona  are  in  fact  subject  to  Hie  same  reslrainls  as  a  complete  llm- 
iled  entry  system. 
Carl  tVlunJC 

The  legal  analysis  of  a  moratorium  law  is  precisely  Ihe  same,  (or  praclical 
reasons,  as  any  limitation  of  entry. 


Don  Oevan: 

PeiUaps  we  could  clear  the  air  by  recoyiiizing  lliat  a  moratorium  is  limited 
entiv  It  seems  lo  me  lliat  il  is  dillicult  lo  aryue  that  il  is  anything  else.  Althoiigli  il 
is  possible  to  recognize  that  limiled  entry  is  to  a  moratorium  as  proper  medical 
treatment  is  lo  the  doctor  saying,  lake  Iwo  aspirin  and  call  me  in  the  morniny. 
But,  as  our  lawyers  have  lold  us.  a  moratorium  certainly  has  to  go  on  exactly  Ihe 
same  way  as  any  limited  entry  scheme  in  which  you  are  trying  to  lake  somelhiny 
away  Irom  someone  With  regard  lo  Ihe  probability  ol  tilling  a  moratorium.  I 
would  cerlainly  agree  Ihal  Ihe  chances  are  very  small.  1  would  «c|uale  Ihat  wilh 
the  probability  ol  lilting  the  moraloriunj  on  homesleading  in  the  oil  lields  ol 
Oklahoma.  Thai  moratorium  has  been  there  (or  some  Ume.  and  I  think  that  the 
ch.inces  of  lifting  il  are  remote  at  the  present  time. 
William  Feinlierg: 

On  a  moratorium  and  limited  cnlry  being  the  same,  I  can  only  speak  (or 
myself,  but  our  surf  clam  moratorium,  in  my  opinion,  is  a  temporary  measure 
ado|>led  lo  meet  an  enienjenl  comlilion.  Il  is  not  my  intention — and  1  Ihink  llial 
Ihe  other  people  on  Ihe  Mid  Atlantic  rouncil  will  echo  my  sentiments— Ihal  Ihis 
is  yoii>y  lo  Ije  a  permanent  limited  entry  in  any  sense  of  Ihe  word.  I  am  sure  that 
if  thai  concept  were  piesented  lo  us  when  this  plan  was  originally  devised,  there 
would  have  been  a  dillerenl  vole.  The  plan  has  a  buillin.  self-destruct  clause  ol 
one  year  with  a  provision  that  the  moratorium  can  be  reviewed  (or  an  extension, 
and  we  have  reviewed  il.  The  moratorium  delinilely  has  given  us  problems.  Jake 
Dykslrn  alluded  lo  one.  a  geographical  problem.  We  were  concerned  about  the 
adniinislralive  and  eiilorcenieiit  problems  and  other  hardships  that  Ihal  would 
create.  We  decided  that  the  lesser  ol  two  evils  wouUJ  be  lo  have  Ihe  moratorium 
In  ellecl  throughout  the  range  ol  Ihe  surl  clam. 
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TEL:  Feb   04,94        14:42   No. 003   P. 03 


PROBLEMS   OF  THE  I-IAGNUSON  ACT 

Problem  1  Harvesting  Capacity  in  Excess  of  that  required  to  harvest  the  available 
resource. 

Problem  2  Allocation  and  preemption  conflicts  between  and  within  industry 
sectors,  such  as  widi  inshore  and  offshore  components. 

Problem  3    Preemption  conflicts  between  gear  types. 

Problem  4  Gear  conflicts  within  fisheries  where  there  is  overcrowding  of  fishing 
gear  due  to  excessive  participation  and  surplus  fishing  effort  on 
limited  grounds. 

Problem  5    Dead-loss  such  as  with  ghost  fishing  by  lost  or  discarded  gear. 

Problem  6  Bycatch  loss  of  groundfish,  crab,  herring,  salmon,  and  other  non-target 
species,  including  bycatch  which  is  not  landed  for  regulatory  reasons. 

Problem  7  Economic  loss  and  waste  associated  with  discard  mortality  of  target 
species  harvested  but  not  retained  for  economic  reasons. 

Problem  8  Concerns  regarding  vessel  and  crew  safety  which  are  often 
compromised  in  the  race  for  fish. 

Problem  9  Economic  instability  within  various  sectors  of  the  fishing  industry,  and 
in  fishing  communities  caused  by  short  and  unpredictable  fishing 
seasons,  or  preemption  which  denies  access  to  fisheries  resources. 

Problem  10  Inability  to  provide  for  a  long-term,  stable  fisheries-based  economy  in 
small  economically  disadvantaged  adjacent  coastal  communities. 

Problem  11  Reduction  in  ability  to  provide  a  quality  product  to  consumers  at  a 
competitive  price,  and  thus  maintain  the  competitiveness  of  seafood 
products  fi:om  the  EEZ  off  Alaska  on  the  world  market. 

Problem  12  Possible  impacts  on  marine  mammals  and  seabirds,  and  marine  habitat. 

Problem  13  Inability  to  achieve  long-term  sustainable  economic  benefits  to  the 
nation. 

Problem  1 4  A  complex  enforcement  regimen  for  fishermen  and  management  alike 
which  inhibits  the  achievement  of  the  Coimcirs  comprcheasivc  goals. 
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A  bloeconomlc  model  of  an  age •structured  groundflsh  resource  exploited  by  a 
multl-^ear  fishing  fleet. 

G- 

R.N.  O'Boyle.  A.F.  Sinclair  and  P.C.F.  Hurley 

O'Boyle,  R.N. ,  Sinclair,  A.F.,  and  Hurley,  P.C.F.   1990.   A  bioeconomic  model 
of  an  age -Structured  groundflsh  resource  exploited  by  a  multi-Gear  fishing 
fleet.   Rapp.  P.-V.  Reun.  Cons.  int.  Explor.  Mer.  XX:   000-000. 

Abstract 

A  bloeconomlc  model  of  the  Scotlan  Shelf  groundflsh  fishery  Involving  otter 
trawler  and  longllner  fleets  was  constructed  to  examine  the  biological, 
economic,  and  regulatory  consequences  of  the  interaction  of  these  two  fleets. 
Otcer  trawlers  catch  younger  fish  than  longliners  and  the  revenue-cost 
pictures  are  very  different.  The  model  allowed  examination  of  the  long-term 
equilibrium  levels  and  short-term  transitory  paths.   The  results  of  simulation 
Indicated  that  both  yield  and  employment  were  superior  for  longliners. 
However,  otter  crawlers,  although  experiencing  higher  operating  costs,  could 
"out -compete"  longliners  due  to  higher  sustained  catch  rates  and  thus  revenue 
per  unit  cost.   From  a  regulatory  point  of  .ylew,._ic_w»s_dejC#jCBiDe.d_thaC^ under 
the  assumptions  of  this  study,  the  fishery  could  be  managed  by  regulating  only 
trawler  activity.  The  longllner  fleet  could  be  left  essentially  unregulated 
since  it  is  not  economical  for  it  to  overfish  the  stock.   The  results  of  this 
study  have  significant  implications  for  the  management  of  multispecies,  multi- 
gear  fisheries  in  which  differential  age-effects  of  exploitation  are  present. 
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A  Method  for  Testing  the 
Effectiveness  of  Different  Fishing 
Baits  in  the  Sea 
A  D  F  Johnstone  and  A  D  Hawkins 

Marine  Laboratory  Aberdeen 


Introduction         During  the  19th  century  the  most  popular  demersal  fishing  method  in 

Scottish  waters  was  the  long  line.  By  1880,  however,  the  trawl  and  steam 
trawler  had  been  introduced  to  east  coast  grounds,  and  the  beginning  of  the 
20th  century  saw  a  decline  in  line  fishing.  The  main  advantage  of  the  trawl 
over  the  long  line  was  its  greater  efficiency  in  terms  of  catch  per  unit  effort, 
ie  more  fish  caught  for  the  labour  expended.  Nevertheless  line  fishing  has 
some  advantages  over  more  efficient  methods.  First,  line  caught  fish  are 
usually  of  much  higher  quality  and  command  higher  prices  than  net-caught 
ones.  Secondly,  lining  is  a  more  selective  fishing  method,  and  by  alteration  of 
the  bait,  the  hook,  or  the  line  configuration  different  species  or  different 
sizes  of  fish  can  be  caught  and  the  capture  of  immature  fish  avoided.  Also, 
with  increasing  fuel  costs  lining  has  become  a  much  more  attractive 
economic  proposition,  particularly  since  the  method  permits  areas  to  be 
exploited  which  may  be  inaccessible  to  nets. 

One  of  the  key  requirements  for  a  resurgence  of  long  line  fishing  is  the 
improvement  of  its  efficiency,  in  terms  both  of  increasing  the  number  of 
fish  caught  per  unit  effort  (catching  efficiency)  and  of  adopting  mechanical 
aides  to  help  in  baiting,  shooting  and  hauling  during  fishing  operations 
(handling  efficiency).  As  part  of  a  broadly  based  study  of  the  ways  of 
achieving  improvement  we  have  looked  closely  at  the  effectiveness  of  various 
baits.  As  early  as  1890,  Bateson  published  the  results  of  an  investigation  of 
the  senses  of  fish  and  commented  on  the  supply  of  bait.  We  have  been  parti- 
cularly concerned  with  looking  for  new  forms  of  bait,  as  cheap  as  natural 
ones  and  just  as  effective  at  catching  fish,  but  more  suitable  for  use  with  an 
automatic  baiting  machine  and  more  readily  available. 

Although  comparative  fishing  under  commercial  operational  conditions  must 
be  the  ultimate  test  of  the  effectiveness  of  any  new  bait  this  method  of  test- 
ing has  the  severe  disadvantage  that  it  gives  little  information  on  the  cause 
of  differences  in  the  fishing  performance  of  the  baits.  Baits  which  are 
perfectly  satisfactory  when  tested  in  the  laboratory  can  perform  badly  at 
sea  without  giving  any  indication  why  they  are  so  poor.  We  have  therefore 
set  out  to  evolve  a  method  of  testing  baits  in  the  sea  which  allows  us  to 
examine  their  different  characteristics  in  detail. 

Methods         The  technique  uses  a  television  camera  to  observe  fish  attacking  baits 

presented  on  a  short  length  of  line  with  two  snoods  attached  (Fig.  1 ).  The 
experiments  were  carried  out  during  May  to  October  in  1975  and  1976  m 
depths  ranging  from  12  m  to  22  m  at  several  sites  in  Upper  Loch  Torridon, 
Ross-shire. 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
National  Oceanic  and  Atfno*p(ve<ic  AdmlnUtration 

NATIONAL  MAfllNE  FISHERIES  SERVICE 
Nonneui  Region 
One  ei»c»«)o<n  Onv« 
Gloucester.  MA  01930 


February  25,  1992 


CLOSE  HOLD 


MEMORANDDM  FOR: 


FROM: 


SUBJECT: 


CONFIDENTIAL 


Richard  "^qe 
Jon  Rittgers 

Ed  MacL€o<i,  Chairman  Surf  Clam/Quahog 
Review  Coabiictee 

Review  of  Che  Effectiveness  of  Our 
Administrative  and  Enforcement  Obligations 
Under  the  Surf  Clam/Qxiahog  ITQ  Plan 


In  addition  to  the  comments  and  recommendations  made  in  the 
attached  individual  reports,  I  personally  woxild  like  to  emphasize 
the  following  in  executive  summary: 

1.  It  is  apparent  that  each  fishery  has  its  own 
peculiarities  and  that  each  fishery  that  is 
being  considered  for  an  ITQ  must  have  the 
amendment  or  plan  suited  to  that  particular 
fishery.   This  is  a  Council  responsibility. 

2.  Although  there  may  be  a  split  in  those 
harvesters  that  favor  an  ITQ  system  and  those 
that  oppose  it,  there  is  unanimity  in  their 
real  feairs  of  a  monopolistic  control  of  the 
fishery  in  the  relatively  near  futiire. 
Monitoring  should  be  provided  by  the  Councils. 
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14.  NOAA  Counsel  should  notify  the  Council  of  NMFS 
procedures  to  be  followed  if  aillocations  are 
seized. 

15 .  Many  complained  that  fishermen  who  used  the 
federal/state  line  illegally  to  their 
advantage  were  rewarded  in  distribution  of 
quota.  • 

Attached  you  will  f;.^.<*  •.  v>-'  "^   rr'-a:  .'a-r  !; jli.:v.lii2  i-»dividuals : 

Exhibit  1:  Bob  Ross '  s  summary  on  the  interviews  he  conducted  with 
the  processor  segment  of  the  surf  clam/quahog  industry  in  the  Mid 
Atlantic  Region. 

Exhibit  2:  Ken  Seal's  summary  on  the  interviews  conducted  by  Ed 
MacLeod  and  him  with  boat  owners,  dock  operators,  captains  and  crew 
members  in  the  surf  clam/quahog  fishery  in  Mairyleuid- and  New  Jersey. 

Exhibit  3:  Joel  MacDonald's  overview  of  the  existing  surf 
clam/quahog  ITQ  plan  for  a  Counsel's  perspective. 


Exhibit  4 :  John  McCarthy  has  presented  an  overview  of  the  existing 
surf  clam/quahog  ITQ  plan  from  a  Law  Enforcement  Special  Agent's 
perspective. 
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Exhibit  5;  Combined  comments  from  Myles  Raizin,  Policy  Analyst, 
and.  Hannah  Goodale,  Resource  Management  Specialist,  who  are  the  NER 
staff  personnel  who  have  the  responsibilities  of  monitoring  the 

ciiT-f    ^1  am/rniahrxT    TTYI    n1  an 


surf  clam/quahog  ITQ  plan. 


Exhibit  6:  Dr.  Stanley  Wang's  general  comments  on  the  ITQ  plan 
from  an  economists  perspective  as  well  as  a  brief  outline  on  this 
proposal  for  an  economic  review. 

This  report  is  in  its  final  form.  Members  of  the  committee  have 
reviewed  the  draft  package  that  was  sxibmitted.  Any  substsmtial 
additions,  deletions,  or  revisions  were  discussed  and  attended  to 
in  accordance  with  a  majority  concurrence.  Minority  opinions  were 
discussed  and  proponents  were  notified  that  their  comments  would  be 
included  if  they  so  desired. 

Finally,  members  of  the  committee  were  notified  that  this  report  is 
to  be  treated  as  .an  'eyes  only,"  "inhoxise"  report.  It  is  not  for 
public  distribution  or  discussion  without  the  consent  of  the 
Regional  Director. 

I,  also,  would  like  to  extend  my  sincere  gratitude  to  the  active 
members  of  the  committee  for  giving  me  the  utmost  cooperation  in 
fulfilling  the  request  of  the  Regional  Director  "in  a  timely  manner 
while  fulfilling  their  other  job  responsibilities. 

We  are  most  grateful  to  the  Port  Agents  who  did  a  coramendc±)le  job 
in  lining  up  the  schedule  and  interviews.  We  assured  those 
harvesters  interviewed  that  no  names  would  be  mentioned  in  filing 
our  reports.  We  can  state  emphatically  that  they  teilked  openly, 
and  periodically  vented  their  anger.  It  was  difficult,  if  not 
impossible  to  keep  the  conversation  confined  strictly  to  the 
tagging  system  and  enforcement  as  you  can  see  from  our  reports. 

Submitted  on  behalf  of  the  Review  Committee: 


By  C^£^^^l2_^^^^^^^^ 
Edward  J<i^  MacLeod,  (ihaimu 


xrman 
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East  Coast  Fisheries  Foundation,  inc. 


Julv  16.  1992  VIA  FAX 


Mr.  Richard  Roe 

Regional  Director 

National  Marine  Fisheries  Service 

One  Blackburn  Drive 

Gloucester  MA  01930 


Dear  Dick: 

This  is  a  request  under  the  Freedom  of  Information  Act. 

I  wish  to  obtain  copies  of  all  documents  pertaining  to  the  ou-nership  or 
"propeny  right"  interest  in  the  Atlantic  Surf  Qam  industrv  during  the 
period  1957-1992. 

This  request  includes,  but  is  not  limited  to.  all  documents,  reports, 
memoranda,  notes,  tape  recordings,  chans,  graphs  and  other  information 
in  writing,  on  tape,  or  electronic  media  (including  Qoppy  disks) 
resulting  from  a  survey  undenaken  by  your  office  and  conducted  by  Ed 
.MacLeod.  Bob  Ross,  and  Ken  Beal  in  January  and  February  of  1992. 

If,  for  any  reason,  this  request  cannot  be  met,  please  explain  L-. 
detail  why  this  is  the  case. 

Sincereiv. 


Executive  Director 


JOM/se 


P.O.  Box  649      •      Narragansett.  RJ  02882      •      (401)364-9814 
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UNirmo  sTAT«a  ospaptmiistt  o^  commsrce 

Nactonat  Oe«Tilo  and  Aonaap*ivSa  A^itlnlmtrmOott 

1333  EBac->A/«sc  Hfcgr^wav 
Sivar  Sor-»^a.  ivO  aO9l0 
0»=nCE  OF  TME  D«eCTOI=> 


AUG  1  7  199? 


Mr-  James  D.  O'Malley 

Executive  Director 

East  Coast  Fisheries  Foundation,  Inc. 

P.O.  Box  649 

Narragansett,  Rhode  Island   02882 

Dear  Mr.  O'Malley: 

This  is  in  response  to  your  Freedom  of  Information  Act  (FOIA) 
request  via  fax  of  July  16,  1992,  received  by  the  Regional 
Director  on  that  date,  requesting  all  documents  pertaining  to 
the  ownership  or  "property  right"  in  the  Atlantic  surf  clam 
industry  during  the  period  1987-1992,  including  a  survey 
conducted  by  Edward  MacLeod,  Bob  Ross, and  Ken  Beal  in  January  and 
February  of  1992.   I  interpret  the  first  part  of  your  request  to 
mean  that  you  are  requesting  a  copy  of  the  names  of  all 
allocation  holders  together  with  the  amount  of  allocation  held  by 
each. 

I  regret  to  inform  you  that  I  must  partially  deny  your  request. 
The  reports  made  relative  to  the  survey  you  requested  contain 
predecisional  communications  that  were  part  of  a  deliberative 
process  to  evaluate  the  agency's  administration  of  the  individual 
transf errable  quota  system  implemented  as  Amendment  8  to  the 
Fishery  Management  Plan  for  the  Atlantic  Surf  Clam  and  Ocean 
Quahog  Fishery.   This  material  may  be  withheld,  pursuant  to 
5  U.S.C.  Section  552  (b)(5).   This  provision  protects  the  quality 
of  the  agency's  decision-making  process  that  fosters  open  and 
frank  discussions.   The  documents  to  which  this  exemption  applies 
are  a  three-page  memorandum  from  Edward  MacLeod  to  Richard  Roe 
datea  February  25,  1992,  and  the  documents  identified  as  exhibits 
include:  a  twelve-page  report  by  Bob  Ross;  a  five-page  report 
from  Kenneth  L.  Beal;  a  two-page  report  from  Joel  G.  MacDonald 
[also  exempted  under  the  attorney/client  privilege];  a  six-page 
report  by  John  J.  McCarthy;  a  two-page  report  from  Hannah  Goodale 
and  Myles  Raizin;  and  a  two-page  report  by  Stanley  Wang. 

The  remainder  of  the  information  requested  regarding  allocation 
holders  and  the  factual  information  in  the  documents  identified 
above  is  releasable  and  will  be  forwarded  by  separate  memorandum 
from  the  Northeast  Region. 


T1H6  ASSSTAfgT  ACDR/WMSTRATOO 

pon  no  cncs 


i^i 
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You  may  appeal  this  partial  denial  within  30  calendar  days  after 
the  date  of  this  letter.   Please  address  your  written  appeal  to 
the  General  Counsel,  U.S.  Department  of  Commerce,  Room  5883,  I4th 
and  Constitution  Avenue,  N.W.,  Washington,  D.C.  20230.   Both  the 
envelope  and  appeal  letter  should  be  clearly  marked  "FREEDOM  OF 
INFORMATION  APPEAL."   Your  appeal  should  explain  why  you  believe 
the  requested  records  should  be  made  available  under  FOIA  and  why 
you  believe  the  denial  to  be  in  error.   You  must  include  a  copy 
of  your  initial  request  and  a  copy  of  this  response  with  your 
appeal. 


Sincerely, 


William  W.  Fox,  Jr. 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
National  Ocaanic  and  Aimospbar Ic  AdmlnlatraUon 

NATIONAL  MARINE  FISMEfllES  SERVICE 
Nonneasi  Region 
One  SlacKDurn  Onve 
Gloucesier  ma    01930 


September  3,  1992 


James  D.  0' Mai  ley 

East  Coast  Fisheries  Foundation 

P.  0.  Box  649 

Narragansett,  RI   02882 

RE:   FOIA  Request  No.  282 

Dear  Mr.  O'Malley: 

Enclosed  please  find  copies  of  the  information  we  are 
authorized  to  release,  referred  to  in  the  August  17,  1992 
letter  to  you  from  William  W.  Fox,  Jr.   This  information 
includes  a  complete  set  of  allocation  holders  and  the 
amounts  of  surf  clam  and  ocean  quahog  quota  they  now  hold, 
as  requested  by  you  in  your  letter  of  July  16,  1992  to 
Mr.  Richard  Roe. 

If  you  have  any  further  questions  regarding  your  Freedom 
of  Information  Act  request,  please  contact  Myles  Raizin 
at  (508)  281-9104. 


Sincere 


fen   C.    RitlTger 
FOIA  Officer 


Enclosures 


(^ 


77-904  0-94-9 
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EXHIBIT    I 

SUMMARY;    SORP   CIAM   ITQ    rMPT.gMTTNTATION- PROCESSOR   Er7ALUATI0tT. 

by 

■Bob  Ross,  F/NEO  Fisheries  Analysis  Division 

Amendment  #8  Co  Che  Surf  Clam/Ocean  Quahog  Fishery  Managemenc  Plan 
(FMP)  included  ..Che  firsc  in^lemencacion  of  an  Individual 
TransfercQsle  Qubca  (ITQ).  syscem  under  che  Magnuson  Act.  The  ITQ 
can  be  fished,  sold,  bqiighc,  leased,  given  or  held  by  che 
designaced  allocacion  holder.  The  following  reporc  is  am  accentpc 
Co  represenc  issues  from  che  viewpoinc  of  processors  accively 
involved  in  che  surf  clam  FMP. 

>>MONOPOLY  ISSUES:  Real  concern  ChaC  one  major  firm  will  acquire 
a  controllinq-  oercenCage  of  Che  allocacions  (GCNE) . 


>>PROCESSOR  LOGS:  Mosc  processors  did  noc  have  problems  wich  logs. 


>>TAGS:  Mosc  processors  did  noc  have  problems  wich  cag  breaJcage. 
>Tag  breadcage  was  reporced  ac  2-5%. 


>>F0REIGN  OWNERSHIP :  Some  processors  are  worried 
financed  efforc  Co  gain  concrol  of  allocacions. 


abouc  a  well 


>>VESSEL  CALL-IN:  Mosc  processors  objected  co  pre-deparcure  call-in 
requiremencs  for  greater  inventory  control  and  safety  reasons. 


>>MINIMDM  SIZE  REGULATION:  Most  processors  felt  the  end-user  market 
demanded  larger  clams  and  with  unlimited  fishing  time,  vessels  can 
target  beds  with  larger  clams  and  larger  yields,  so  the  ^^^■^T1^Tm^^n 
size  is  no  longer  an  issue. 

>>REDISTRIBUTIQN  OF  SEIZED  ALLOCATIONS :  Allocations  can  be  seized 
by  government  agencies  for  MFCMA  violations  or  non- fisheries 
related  seizures  like  bankruptcies  or  drug  related  activities  where 
allocations  were  ill-gotten  gains  from  laundered  monies. 

>P»ocessors  would  like  to  know  the  NMFS  procedxires  if  allocations 
are  seized. 
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assets. 

-vessel  ovmers  without  allocations  are  turning  into  company  boats 
to  meet  payments. 

ALLOCATION  ^  USE  IT  OR  LOSE  IT; 

-The  majority  of  the  processors  feel  strongly  that  the  allocations 
holders  should  be  required  to  fish  or  otherwise  use  their  resource 
allocation.  S. 


-Processors  want  some  appeal  mechanism  to  ensure  that  allocations 
which  were  not  used  for  justifiable  reasons  are  not  revoked.  The 
allocation  may  not  be  harvested  for  market  reasons,  i.e.  if 
consumer  sales  are  off  or  if  inventories  are  high.  If  a  vessel 
ovmer  has  vessel  .repairs,  or  other  unforeseen  problems,  he  should 
not  lose  allocations. 

VIOLATIONS / ILLEGAL  ACTIVITIES ; 

No  processors  indicated  any  enforcement  irregularities  in  their  own 
plant,  but  often  they  were  willing  to  orovide  potential  scenarios 
of  violations  bv  other  orocessors. 


Processors  felt  that  violations  were 

conmon  but  had  decreased  from  earlier  times  when  effort  limitations 
were  in  place  and  potential  allocation  numbers  were  being 
established. 

NON- TAGGED  CAGES: 

-The  most  likely  location  for  using  non- tagged  cages  would  be  in 

areas  where  Che  processor  has  a  dock  and  processing  plant  at  the 

same  location. 

-Processors  have  mentioned  situations  where  2  tags  were  found  on 

cages , 


-One  individual  mentioned  a  practice  of  only  tagging  the  last  4 
cages  in  a  tractor- trailer  truck  capable  of  holding  14-16 
cages/load  to  pass  in- transit  spot  checks  of  loaded  trucks  by 
enforcement  agents . 
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KOK- REPORTED  IiANDINGS: 

-Several  processors  had  current  NMFS  FOIA  data  on  the  clcun 
industry  and  questioned  the  NMFS  records.  Not  all  vessels  known  by 
processors  to  be  fishing  in  a  given  time  frame  were  identified  as 
fishing  on  the  NMFS  •  records ,  which  indicated  not  all  tags  were 
being  reported. 

INSHORE  VS  OFFSHORE  HARVESTS: 

This  practice  involves  tha.Jtise  of  state  issued  clam  tags  to  harvest 
clams  found  in  waters  under  federal  jurisdiction  (offshore) .  Due 
to  various  quality  and  meat  yield  factors,  inshore  clams  are  worth 
less  than  offshore  clams. 

-Fishing  offshore  ajid  tagging  with  inshore  (state)  tags  was  felt  to 
be  a  common  practice,  especially  since  many  processors  reported 
overall  meat  yields  are  down  and  most  processors  felt  supplies  will 
run  out  before  the  end  of  the  year. 

-Proposed  requirements  for  vessels  to  report  before  departure  were 
universally  rejected  by  the  processors.  In  addition  to  tiie  safety 
concerns,  the  impact  of  24-48  hour  notice  before  depcLrtxire  would 
seriously  inroact  the  processors  ability  to  manage  their  raw 
material  supplies. 

-There  were  no  objections  by  processors  to  call  in  requirements 
prior  to  vessels  landing  clams,  including  reporting  harvest 
locations  as  part  of  the  reporting  requirements.., 

NON- UNIFORM  CAGE  SIZES: 

Under  Amendment  #8,  one  tag  corresponds  to  a  "standard"  32  bushel 
wire  cage.  It  was  mentioned  that  in  practice  cage  sizes  have 
reportedly  been  increased  deliberately  to  increase  yield. 


J        m 


TAG  REQUTREMENTS  i 


Most  processors  have  a  daily  login  sheet  by  the  unloading  area  of 
Che  plant  which  is  filled  out  as/after  the  cages  are  unloaded.  At 
Che  end  of  the  day/week,  Che  data  is  compiled  and  entered  onto  the 
federal  logbooks .  Several  processors  have  the  tag  numbers  entered 
onco  PC's,  often  as  pare  of  an  inventory  or  meat  yield  analysis 
process . 

-The  mechanics  of  the  federal  tagging  requirements  (the  processor 
logbook)  were  not  viewed  as  a  major  problem  for  most  processors. 

Issuing  and  keeping  tag  numbers  in  a  numerical  series  is  identified 
as  an  ongoing  efforc  in  discussions  with  vessels.  Tags  in  numeric 
series  help  speed  up  the  data  entry  process  if  using  a  PC  or  when 
filling  out  the  processor  logbooks. 
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-Most  processors  did  not  feel  tag  breakage  was  a  major  problem  for 
them.  Processors  felt  they  averaged  about  2-5%  breakage  (2-5  tags 
per  100  cages  received)  on  incoming  cages.  Most  reported  the 
missing  tags  could  be  located  if  necessary  (on  the  dock,  on  the  bed 
of  the  truck,  in  the  plant)  but  most  didn't  go  to  great  lengths  to 
locate  so  few  tags. 

-Some  auggestioti^  were  voiced  to  laiprove/eliminate  the  tags, 

including ; 

>>  Replace  the  current  ta^s  with  stronger  tags  made  of  nylon  or 

metal  which  are  harder  to  break 

>>  use  re -enforced  fiber  paper  tags  such  as  those  used  by  the 
airlines  on  luggage  with  peel  off  allocation  numbers  to  stick  on 
the  vessel  log  and  processor  log  to  ease  record  keeping 
requirements.  If  the  fiber  paper  tags  can  be  written  on,  other 
information  could  also  be  included. 

>>  a  hand  held  credit  card/scanner  system  which  would  store  a  given 
number  of  allocations  and  electronically  reduce  the  allocation  as 
cages  are  landed  or  sold  or  trajisferred  to  another  allocation 
holder. 

>>  use  an  Honor  System  similar  to  that  used  in  January  1992  when  no 
tags  were  available  to  allocation  holders. 

>>  The  idea  of  serial  numbers  on  cages  was  mentioned  but  rejected 

since  most  processors  rely  on  several  vessels  for  supplies,  cages 
are  often  not  returned  to  the  same  vessel.  It  "would  be  difficult 
to  ensure  a  cage  would  be  returned  to  the  correct  allocation 
holder. 


-TAG  STORAGE  IS  A  PROBI.QI.  Almost  all  processors  are  unclear  as  to 
how  long  they  should  keep  their  used  tags.  Often  the  tags  axe 
taped  together  as  they  come  off  the  truck  or  vessel ,  or  they  cLre 
taped  together  at  the  end  of  each  day  and  then  boxed.  With  some 
processors  going  through  400-500  cages  a  day  there  can  be  a  large 
volume  of  tags  in  storage.  Record  keeping  and  inventory  controls 
over  the  used  tags  was  routinely  poor,  and  it  would  be  difficult  to 
normally  locate  a  given  tag  within  a  reasonable  time  frame. 

-Processors  have  been  told  conflicting  information  related  to 
holding  tags.  Information  has  varied  between  enforcement  agents, 
NMFS  statistics  agents,  and  different  NMFS  regional  office 
personnel . 

PROCESSOR  LOGBOOKS ; 

-Processor  logbooks  are  not  a  significant  problem  for  most  medium 
and  large  processors  with  adequate  clerical  staff.  Small 
processors  with  minimal  staff  or  generally  poor  record  keeping 
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procedures  voiced  complaints  over  Che  time  and  effort  it  took  to 
complete  the  logs.  Small  processors  often  receive  supplies  from 
several  sources  which  also  increases  reporting  requirements  since 
many  different  vessels  may  be  involved  and  tags  were  often  not  in 
numerical  series. 

-Medium  and  large^  firms  generally  felt  one  more  person  was  hired  to 
maintain  the  logbook  reporting  requirements  (part  to  full  time 
depending  on  the  volume  o5.^clams  processed)  • 


^^^^__^^^^^^^__^^„^,^^,^^^_^.,^  In  many  cases  it  is  the 
clerical  help  that  con?)letes  and  signs  the  logs  often  with  minimal 
verification  of  the  details  by  upper  management - 


ALLOCATIONS ; 

The  vast  majority  of  the  processors  had  problems  with  the  way  the 
resoiirce  was  ini.tially  allocated,  whether  they  actually  received 
amy  allocation  or  not. 

-A  routine  comment  stated  that  "the  vessels  with  the  most 
violations  received  the  most  allocations'.  There  was  a  general 
feeling  that  landings  were  inflated  for  the  logbooks,  vessels 
violated  the  fishing  time  provisions  of  the  FMP.  and  inactive 
vessels  were  reported  as  fishing  to  maintain  the  vessel  permit. 

-Several  processors  felt  that  the  Mid-Atlantic  Fisheries  Management 
Council  acted  too  quickly  and  did  not  listen  to  the  Industry 
Advisory  group  recommendations  before  Amendment  #8 .  Most  agreed 
the  plan  development  process  had  been  going  on  far  too  long,  and 
felt  that  initially  the  industry  was  not  working  effectively  within 
the  FMP  process.  By  the  time  Amendment  #8  was  passed,  many  felt  the 
industry  was  working  more  effectively  together  as  a  group,  but 
recommendations  were  ignored.  Interest  is  keen  and  there  is  strong 
support  for  the  creation  of  a  new  Industry  Advisory  Panel. 

-Several  processors  felt  the  addition  of  Ocean  Quahogs  in  the  Surf 
Clam  ITQ  allocations  process  was  a  mistake  based  on  poor 
statistical  data.  There  were  complaints  that  processors  were  not 
kept  adequately  informed  as  the  FMP  developed  and  changes,  like  the 
addition  of  qucihogs,  were  not  fully  discussed. 

-Processors  questioned  existing  procedures  if  allocations  were  to 

be  held  by  government  agencies  under  various  circumstances. 

Two  examples  mentioned  were: 

>If  a  vessel  were  to  be  found  in  violation  of  the  MFCMA  and  the 

allocation  was  reduced  or  forfeited  by  NMFS,   how  would  the 
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allocation  be  redistributed? 

>If  the  allocation  holder  lost  his  allocation  to  a  government 
agency  (as  ill-gotten  gains)  for  drug  violations,  how  would  the 
allocation  be  redistributed? 

-Processor  concerns  about  potential  shortages  of  supply  as 
allocations  are  consolidated  into  fewer  owners.  This  is  discussed 
under  Monopoly  Cpncems  above. 

-Processor  concerns  abouti. ^allocations  owners  who  do  not  actively 
fish  or  allow  their  allocations  to  be  fished.  This  is  discussed 
under  Allocation  -  Use  it  or  Lose  it  above. 

ENFORCEMENT  OF  AMENDMENT  #8; 

Most  processors  noted  a  drop  in  the  frequency  of  plant  site  visits 
by  NMFS  Law  Enforcement  officers  since  Amendment  #8  has  been  in 
effect.  Prior  to  Amendment  #8,  processors  indicated  weekly  visits 
were  routine,  while  most  processors  indicated  that  visits  occur 
once  every  2-3  months  now. 

-Enforcement  agents  have  checked  all  aspects  of  the  plan  pertaining 

to  processor  con^liance  with  Amendment  #8  including; 

»  stopping  company  owned  trucks  in- transit   to  verify  all 

accessible  cages  are  tagged,  .  i.  ^    j 

»  watching  trucks  unload  at  the  plant  receiving  dock  with  tagged 

cages,  -  , 

»  verifying  tag  numbers  are  properly  assigned  to  the  owner  or 

record, 

»  verifying  that  a  specific  days  plant  receipts  are  in  order  ana 

agree  with  vessel  records  for  the  same  day,  and 

>>  checking  storage  procedures  for  the  used  tags. 

-There  was  a  consensus  opinion  that  smaller  processors  were  more 
concerned  with  enforcement  issues,  while  the  larger  processors  felt 
they  have  more  adequate  internal  controls  in  place,  less  financial 
incentive  to  violate  current  regulations  eind  more  to  lose-  if 
violations  are  identified. 


REGULATIONS ; 

CLAM  MINIMDM  SIZE  ISSXTE: 

-Most  processors  felt  the  minimum  size  requirement  is  not  needed 
mainly  because  market  forces  require  larger  clams  anyway.  Vessels 
are  frequently  paid  on  meat  yield  and  smaller  clams  provide  less  of 
the  valuable  foot  meat,  are  more  time  consuming  to  shuck  and 
process,  and  can  have  negative  quality  characteristics.  With  the 
fishing  effort  restrictions  removed,  vessels  can  afford  the  time  to 
locate  beds  of  larger  clams  and  thereby  increase  yields  and  ex- 


258 


vessel   revenues . 


VESSEL   CAIiZi-IN   PROPOSALS: 

-Proposed  requirements  for  vessels  to  report  before  departure  were 
universally  rejected  by  the  processors.  In  addition  to  the  safety 
concerns,  the  impact  of  24-48  hour  notice  before  departure  would 
seriously  impact  the  processors  adsility  to  manage  their  raw 
material  supplies. 

BETTER  PROCESSOR  INVENTORX^ONTROLS : 

-Processors  felt  Amendment  #8  allows  them  to  better  control 
inventory  to  match  mcirket  demand.  Prior  to  Amendment  #8, 
processors  had  to  pack  when  vessels  had  their  fishing  day  and  hold 
finished  inventory  in  the  plamt.  Now  processors  can  plaji  out 
supplies  and  work  with  allocation  holders  to  schedxile  fishing 
effort  when  needed.  This  reduces  the  amount  of  capital  that  has  to 
be  tied  up  in  finished  product  inventory,  and  aJ-lows  for  other  cost 
savings  by  scheduling  for  such  things  as  down  time  for  en^sloyee 
vacations,  equipment  maintenance,  plant  improvements,  etc.  without 
worrying  about  a  vessel  which  has  to  fish  6  hours  within  a  three 
week  period. 

EZPERTKENTAL  MAHOGANY  CLAM  ISSUE: 

Most  Mid-Atlantic  processors  felt  the  clam  had  little  impact  on 
them  cind  the  end  product  was  targeted  for  a  different  end-users 
market.  There  was  little  outward  concern  over  the  issue,  vmless 
the  inclusion  of  the  Gulf  of  Maine  resource  inpacted  existing 
allocation  holders. 


FOREIGN  OWNERSHIP  CONCERNS : 

Several  processors  voiced  concern  over  foreign  ownership  of  the 
allocations.  With  the  transferability  of  the  allocation,  a  wealthy 
foreign  party  could  acquire  a  controlling  interest  of  the  industry. 
Since  segments  of  the  industry  are  currently  experiencing  financial 
difficulties,  if  a  large  conglomerate  or  wealthy  investor  groups' 
long  range  goals  outweighed  short  term  losses,  large  bloclcs  of 
allocations  could  be  acquired.  Since  dealer/processor  permits  -are 
issued  annually,  disclosure  of  ownership  requirements  may  be  useful 
as  part  of  the  application  renewal  process. 

-Processors  felt  more  concern  over  possible  foreign  ownership  than 
over  a  possible  monopoly  by  a  U.S.  corporation.  Nationalism  was  an 
issue  with  a  feeling  that  this  is  a  U.S.  resource  and  only  "U.S. 
citizens  should  own  it. 

RAW  MATERIAL  PRICES  SINCE  AMENDMENT  #8: 

SURF  CLAM  PRICES: 

-Surf  clam  prices  have  remained  fairly  stable  since  Amendment  #8 

was  approved.   There  are  various  payment  mechanisms  involved  in 
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establishing  market  price  for  surf  clams.  Meat  yield  is  a  key 
factor  with  expected  yields  for  offshore  (EEZ)  clams  averaging  12- 
14  pounds/bushel  while  inshore  clams  average  9-10  pounds /bushel . 
Tied  in  with  yield  is  the  fishing  location  where  the  clams  were 
harvested,  and  whether  the  beds  are  densely  packed  which  in  effect 
reduces  individual  clam  size  and  lowers  yields. 

-Several  processors  commented  that  yields  are  down  this  year  and 
they  felt  the  allocation  would  be  fully  harvested  by  the  end  of  the 
year.  \^ 

-Tied  in  with  reduced  yields,  most  processors  expected  clam  prices 
to  rise  by  year- end  as  auLlocations  were  exhausted  and  processors 
used  up  remaining  carryover  inventories. 

EX-VESSEL  SURF  CLAM  PRICES: 

-Ex-vessel  market  prices  for  sxirf  clams  vary  by  processor  but 
currently  (2/92)  range  from  $8.00-8.50  per  bTiahel  for  offshore 
dams  and  $6.50-7.00  per  bushel  for  inshore  dams.  Some  processors 
have  contracts  with  allocation  holders  which  includes  a  per  bushel 
year-end  bonus  if  all  clams  are  sold  exclusively  to  the  one 
processor  for  the  entire  year.  These  price  incentives  can  be  up  to 
$0.25  per  bushel*. 

SALE  OF  SURF  CLAM  ALLOCATIONS: 

-Surf  clam  allocations  have  reportedly  gone  from  initial  values  of 
$13.00  -  15.00  per  bushel  in  late  1990,  to  $18.00  in  1991  and  are 
now  reportedly  selling  at  $20.00  per  bushel.  Processors  expect  to 
see  the  sale  of  several  blocks  of  allocations  in  1992  as  the 
industry  continues  to  consolidate  and  cash- flow  problems  force 
sales  of  allocations  by  over-capitalized  allocation  holders. 

LEASE  OF  SURF  CLAM  ALLOCATIONS: 

Surf  clam  allocations  are  currently  being  leased  to  vessel  owners 
for  $3.00-4.25  per  bushel,  with  most  leases  running  $4.00  per 
bushel . 

-There  has  reportedly  been  manipulation  of  the  leasing  of  olam 
allocations  to  reduce  the  ex-vessel  price  paid  to  the  boat  (known 
as  the  boat  share)  by  the  vessel  owner  or  use  "creative  accounting" 
techniques  to  improve  corporate  profits  for  tcLX  purposes,  i.e.  the 
owner  receives  $8.00  per  bushel  from  the  processor,  but  only  pays 
the  vessel  on  $4.00  per  bushel  because  the  owner  is  deducting  the 
cost  of  leasing  the  allocation  from  the  processor.  The  vessel 
owner  may  actually  own  the  allocation  but  claim  it  as  a  lease  to 
the  boat  or  more  likely,  he  may  transfer  a  like  share  to  the 
processor  to  create  a  paper  lease  trail  for  tax  purposes. 
Depending  on  use  of  general  accounting  practices  for  income  tax 
determination,  the  money  used  to  "lease"  an  allocation  may  be  taxed 
differently  from  the  vessel  "owned"  allocation.  (see  vessel 
section  of  this  committees  report  for  more  details  on  the  leasing 
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issue) 


OCEAN  QTTAEOG  PRICES: 

In  contrasc  with  Che  surf  clam,  ocean  quahog  prices  have  risen 
significantly  since  Amendment  #8  was  approved.  As  with  surf  clams, 
there  are  severaJ.  factors  which  establish  the  maurket  price.  Meat 
yield  is  a  significant  factor  in  determining  the  price  and  yields 
are  dropping.  "Ttie  industry  reportedly  averaged  a  standard  8-10 
pounds  per  bushel,  but  oLs.^'productive  beds  are  overworked,  yields 
are  running  7-8  pounds  per  bushel  now.  Location  of  harvest  is  an 
importauit  factor  in  pricing  quahogs.  The  quality  of  the  meat, 
amount  of  sand,  size  of  quahog,  amount  of  trash,  etc.  vary 
depending  on  where  the  vessels  are  fishing.  Quahogs  have  continued 
to  gain  market  share  both  as  an  acceptable  substitute  for  some  surf 
clam  products ,  and  for  use  in  a  wide  rsmge  of  new  quahog  end 
products.  Health  concerns  about  raw  shellfish  have  also  reportedly 
improved  the  market  for  cooked  clam  products. 

EZ-VESSEL  OCEAK  QUAHOG  PRICES: 

Ocean  quahog  prices  have  risen  significantly  since  Amendment  #8 
was  approved.  In  late  1989  average  quahog  prices  were  $3.00  -  3. IS 
per  bushel.  After  Amendment  #8,  prices  rose  quickly  to  average 
$3.35  to  $3.50  per  bushel,  and  even  with  processor  resistance, 
prices  continued  to  strengthen  and  increased  again  in  1991  to  an 
average  of  $3.75  per  bushel.  With  declining  yields,  prices  are  now 
running  $3.75-4.00  per  bushel  for  quahogs  harvested  from  preferred 
locations .  These  are  average  prices  and  do  not  include  trucking  to 
the  processor.  Quahogs  caught  off  Ocean  City,  M3  average  $4.00  per 
bushel,  quahogs  caught  off  Atlantic  City,  NJ  average  $3.75  per 
bushel,  and  quahogs  caught  off  Long  Island,  NY  and  Virginia  average 
$3.50  per  bushel. 

SALE  OF  OCEAN  QUAHOG  ALLOCATIONS: 

Ocean  cfuahog  allocations  are  reportedly  selling  for  $4.00-6.00  per 
bushel,  with  most  averaging  $5.00  per  bushel. 

LEASE  OF  OCEAN  QUAHOG  ALLOCATIONS: 

Ocean  quahog  allocations  are  currently  being  leased  for  $0.25-0.50 
per  bushel,  with  most  averaging  $0.40-0.50  per  bushel.  There  has 
reportedly  been  some  manipulation  of  the  lease  of  quahog 
allocations  -  see  "Lease  of  Surf  Clam  Allocations"  discussed  adjove. 

IMPACT  OF  IMPORTS ; 

Most  processors  felt  that  ia^orts  would  have  little  impact  on 
domestic  supplies  in  the  near  term,  even  if  supplies  continue  to 
tighten.  Processors  did  not  feel  there  was  a  good  substitute  for 
the  surf  clam,  and  none  indicated  any  effort  to  explore  non-U. S. 
substitutes  at  this  time.    Processors  did  identify  potential 
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foreian  substitutes  for  ocean  quahogs  (Iceland  and  Norway  were 
mentioned) .  but  again  there  had  been  no  reported  effort  to  contact 
foreign  suppliers. 
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UNITEO  STATES  DEPARTMENT  OF  COMMERCE 
National  Oceanic  and  Atmo«pt««f1c  Administration 

NATIONAL  MARINE  FISHERieS  SEBVICE 
Northeast  Region 

;IT    2  One  8l*clibom  Ortve 

Gloucester.  MA   01930 

Surf  Clam/Ocean  Quahog  ITQ  Evaluation 
Based  on  Interviews  with  Captains,  Owners  and  Crews 

vKenneth  L.  Beal 

Interviews  with  NMFS  Port  Agents  and  surf  clam  amd  ocean  quahog 
fishermen,  skippers  and  vessel  owners  were  conducted  in  fishing 
ports  in  Marylajid  and  New  Jersey  on  February  10-13,  1992.   The 
primary  points  which  we  focused  on  were  the  acceptability  of  the 
cage  tags  currently  in  use  and  the  perception  of  whether 
enforcement  has  changed  as  a  result  of  Amendment  8  to  the  Surf 
Clam  &  Ocean  Quahog  Fishery  Management  Plan.  Most  of  the  people 
interviewed  offered  additional  comments  on  other  aspects  of 
Amendment  8,  although  these  comments  were  not  solicited.   For 
purposes  of  reporting  all  observations,  I  will  first  address  the 
key  issues,  followed  by  general  comments. 

CAGE  TAGS 

Plastic  tags,  each  with  a  consecutive  number,  are  issued  to  the 
holder  of  the  individual  transferable  quota,  and  may  be  kept 
aboard  the  vessel,  at  home  or  elsewhere  in  a  safe  place.   Tag 
numbers  are  recorded  in  the  vessel  logbooks  and  in  the  processor 
logbooks.   The  theft  of  tags  is  not  a  major  concern,  as  the  tag 
numbers  would  have  to  be  recorded  in  the  logbooks,  and  the  thief 
would  be  easily  identified.   However,  when  quotas  are 
transferred,  this  information  is  not  reported  to  NMFS,  so  NMFS 
Port  Agents  are  not  aware  when  boats  are  fishing  on  a  purchased 
or  leased  quota. 

Tags  are  attached  to  the  32 -bushel  cages  when  the  cages  are 
unloaded  from  the  vessel.   Previously,  tags  were  attached  aboard 
the  vessel,  and  this  practice  was  both  unsafe  and  resulted  in 
greater  tag  breakage.   Breakage  of  the  plastic  tags  is  generally 
caused  when  two  cages  rub  together.   Since  the  cages  are  fairly 
rigid  steel  frames  with  wire  mesh,  the  tags  are  sheered  off, 
normally  breaking  just  behind  the  locking  mechanism.   When  a  cage 
without  a  tag  arrives  at  the  processing  plant,  the  plant  notifies 
the  vessel  owner  and  a  search  for  the  broken  tag  begins.   Tags 
are  usually  found  in  the  truck,  on  the  wharf,  and  elsewhere  in 
route. 
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tf      It   has  been 


suggested  that  a  thin,  tough,  flexible  plastic,  as  used  in 
Federal  Express  mailing  bags  could  be  used.   We  have  not 
investigated  the  cost  of  these  various  options. 
Failure  to  use  tags  does  not  appear  to  be  a  problem  with  the 
independent  vessel  owners,  as  their  catch  is  normally  trucked  to 
the  plant,  and  the  likelihood  of  an  enforcement  agent  being 
present  at  Che  plant  is  greater  than  seeing  the  agent  at  the 
wharf.  On  the  other  hand,  the  potential  for  landing  untagged 
cages  is  greater  if  company,  vessels  are  landing  at  company 
processing  plants.   It  should  be  noted  though,  that  we  are  not 
aware  of  any  such  illegal  actions,  and  in  fact  we  were  assured  by 
some  captains  that  they  would  not  expect  a  plant  to  engage  in 
this  practice. 

Overall  acceptance  of  the  tagging  requirement  is  good.   The 
record-keeping  adds  another  layer  to  the  workload,  but  the 
documentation  of  the  catches  is  oxiite  accurate. 


ENFORCEMENT 

In  all  instances,  captains,  crew  and  owners  reported  that  law 
enforcement  officers  are  seen  less  frequently  since  Amendment  8 
was  approved.   This  is  understandable  since  the  "primary  tool  for 
enforcement  now  is  the  cage  tag.   Furthermore,  since  the  tagged 
cages  are  destined  for  a  processing  plant,  a  law  enforcement 
agent  could  be  more  efficient  by  visiting  the  plants,  rather  than 
the  wharfs.   Agents  must  still  check  vessels  for  the  presence  of 
the  fishing  permit  and  other  regulations,  but  they  do  not  have  to 
police  the  fishing  hours  and  days.   The  primary  reason  for  a 
recent  visit  by  one  enforcement  agent  was  to  explain  new 
regulations.   We  routinely  heard  comments  from  the  industry  that 
the  law  enforcement  agents  were  fair  and  did  a  good  job.   One  - 
skipper  mentioned  that  he  has  seen  agents  at  the  wharf  at 
midnight  and  even  at  2:00  and  3:00  a.m.   We  did  not  hear  any 
criticisms  of  the  agents  or  how  they  enforce  the  regulations. 

Certain  individuals  alleged  that  New  Jersey  vessels  will  fish  for 
a  portion  of  their  catch  in  the  EEZ,  and  also  fish  inside  the 
state's  waters,  then  claim  all  the  clams  came  from  state  waters. 
This  practice  would  "save"  their  federal  quota  until  needed. 
Those  complaining  of  this  practice  also -allege  that  an  informant 
broadcasts  on  the  ship- to -shore  radios  when  the  U.S.  Coast  Guard 
helicopter  takes  off  for  a  fisheries  patrol,  and  boats  working  in 
the  EEZ  then  dash  into  the  state  waters.   However,  others  stated 
equally  emphatically  that  this  practice  is  not  done.   It  should 
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be  noted  that  New  Jersey  has  a  quota  on  the  harvest  of  surf  clams 
within  their  waters,  too.  Furthermore,  processing  plants  control 
whether  they  want  inshore  or  offshore  clams,  based  on  the  yield. 

OTHER  COMMENTS  ON  AMENDMENT  8 

Overall,  there  is  a  split  in  opinion  whether  Amendment  8  is  a 
success,   some  feel  that  giving  a  public  resource  to  a  select  few 
is  wrong.   Many  boats  did  not  receive  a  quota  equal  to  their 
fishing  record  and  cough  d^'tisions  had  to  be  made  whether  to 
continue  in  the  fishery  or  not.   Another  conplaint  involved 
vessels  which  intentionally  violated  the  previous  regulations, 
fishing  before  or  after  hours,  or  on  wrong  days,  for  instance. 
Whether  or  not  these  violations  were  detected,  the  landings  were 
added  to  the  vessel's  record,  and  the  ITQ  for  the  vessel  was 
automatically  inflated  by  these  illegal  landings.   In  effect,  the 
outlaws  were  rewarded  for  their  dishonesty. 

Some  boat  owners  have  had  to  lease  or  purchase  quotas .  from 
others.   Purchase  prices  for  surf  clam  quotas  is  about 
$20/bushel,  while  purchase  price  for  ocean  qwodiogs  is  about 
$5/bushel.  While  this  approach  is  possible  if  financing  is 
available,  small  .operators  without  adequate  funding  have  often 
sold  out.   Some  processing  plants  have  been  concentrating  quotas, 
and  some  family  fishing  corr^janies  have  begun  an   aggressive 
approach  to  buy  quotas,  too.   Partnerships  have  been  formed  with 
several  vessel  owners,  mainly  to  concentrate  the  amount  of  quota. 
Another  approach  taken  by  many  operators  is  to  concentrate  quotas 
onto  fewer  vessels,  and  sell  or  convert  the  excess  vessels  to 
other  fisheries.   One  operator  reduced  effort  by  putting  the 
quotas  from  17  boats  onto  3 ,  and  a  family  operation  with  9  boats 
has  concentrated  quotas  onto  3  boats.   At  another  dock,  only  5 
boats  are  fishing  out  of  18.  Unfortunately,  many  of  the  older 
boats  from  which  the  quotas  have  been  taken  are  vtnfit  to  be 
converted  to  other  fisheries.   One  owner  said  he  has  given  a 
vessel  away,  and  another  said  one  of  his  was  now  an  artificial 
reef.   Overall,  an  estimate  has  been  made  that  eibout  75  boats  are 
fishing  out  of  175  permitted  in  the  fishery. 

The  impact  on  fishing  vessel  crews  has  been  significant  in  many 
ports.   As  a  result  of  the  concentration  of  quotas  onto  fewer 
vessels,  many  men  were  laid  off  and  have  been  unable  to  get 
another  berth  on  a  clam  vessel .   Some  were  able  to  fish  in  other 
fisheries,  and  some  have  shore- side  jobs;  but  still  others  are 
unemployed. 

The  docks  ide  value  of  surf  clams  and  ocean  qusihogs  has  not 
changed  appreciably.   Clams  are  now  selling  for  $8.00/bushel 
(same  price  as  pre-Amendment  8),  and  quahogs  for  $3.85  (up 
slightly  from  $3.50).   However,  the  crew  shares  at  settlement 
have  not  improved  as  a  result  of  Amendment  8.   Since  many  of  the 
vessels  currently  fishing  have  purchased  quotas,  the  cost  of  the 
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extra  quota  is  added  to  other  operating  costs,  and  crew  share  is 
reduced  accordingly.   The  normal  practice  is  for  operators  to 
assign  a  value  of  $4.00/bushel  to  the  leased  quota,  and  this  is 
subtracted  from  the  doclcside  price  of  $8 .00/bushel .   Obviously, 
crew  share  is  less,  and  one  ovmer  of  several  vessels  estimated  a 
crevmian  earns  about  $20,000  less  per  year  now.   Some  boats  have 
cut  crew  size  from  5  to  3 .   Most  crews  are  working  harder,  and 
earning  less .    , _ 

Under  the  previous  provisions  of  the  FMP,  with  severely 
restricted  fishing  hours  and  days  (6  hours  every  3  weeks) ,  boats 
had  to  go  fishing  in  bad  weather  or  lose  their  day.   It  was  hoped 
that  Amendment  8  wo\ild  eliminate  this  danger,  but  unfortunately 
this  has  not  happened.   Processing  plants  now  tell  captains  when 
they  wajit  a  load  of  clams.   Their  demands  are  based  on  markets, 
and  weather  is  not  a  consideration.   So  boats  are  often  forced  to 
ao  fishing  in  bad  weather,  or  lose  the  connection  with  that 
processor.   Two  vessels  which  sank  in  late  1991  (the  John  Marvin 
and  the  Valerie  E)  were  caught  in  a  rap idly -building  storm.   The 
crew  from  the  Valerie  E  were  lost,  but  the  crew  from  the  John 
Marvin  were  rescued  by  the  Coast  Guard.   Many  people  mentioned 
these  sinkings  as  an  indication  of  no  change  in  the  safety 
factor. 
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EXHIBIT   3 


UJS.  OEPARTMBVT  OF  COMMERCE 

National  Oceanic  and  Atmospheric  Admlnistradon 

OFFICE  OF  GENERAL  COUNSEL 
Ooe  Blackburn  Onve 
Gloucester.  Massactiusetts  01S30 
Tel.  (508)281-9211 
FTS.  837-9211 

February   14,    1992 


CONFIDENTIAL 


SUBJECT:   Individual  Transferable  Quota  (ITQ)  Management 

System 

By 


Joel  G.  MacDonald,  Regional  Counsel 
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Processing-  Sector/Shipping;  /  With  the  exception  of  tagging 
requirements,  the  transportation  of  surf  clams  is  only  minutely 
applicable  to  existing  pertinent  regulations  for  this  fishery 
(see  50  CFR,  part  652) ;  carriers  do  not  share  the  same  regulatory 
resDonsibilities  of  the  vessels  and  processors . T . 


268 


I    UNITED  STATES  DEPARTMENT  OF  COMMEACk 
National  Oceanic  and  Atmospheric  Administration 

NATIONAL  MARINE  FISHEFIlES  SERVICE 
Northeast  Region 
One  Blackburn  Drive 
Gloucester.  MA   01930 


February   19,    1992 

SUBJECT:       SURF   CLAM/QUAHOG    ITQ   REVIEW 

By 

F/EN3  John  J.  McCarthy 


involved  in  the  SCO  fishery. 


Approximately  75  vessels  are 
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RETAIL  REVIEW;  SURF  CLAM  ITQ  IMPLEMENTATION  PROCESSOR  EVALUATION . 

MONOPOLY  CONCERNS ; 

The  number  one  concern  from  processors,  large  and  small,  was 
■control"  of  a  majority  of  the  clam  allocation  by  one  major 
processor. 

Processors  with 
allocations  can  rent/lease  their  allocation  in  exchange  for 
exclusive  rights  to  all  landings  by  a  given  vessel  owner 

To  ensure 
consistent  supply,  processors  without  allocations  have  to  use  •ther 
incentives  to  encourage  exclusive  rights  to  all  landings.  These 
incentives  add  to  the  cost  of  the  raw  material  and  include;  pay 
more  per  bushel  at  the  time  of  purchase,  pay  a  premium  per  bushel 
at  the  end  of  the  year,  offer  vessel  services  (fuel,  dockage,  gear 
storage  etc.),  or  offer  business  loans  (vessel  mortgage,  line  of 
credit,  etc. ) . 


Opinions  on  ways  to  prevent  a  monopoly  varied,  and  suggestions 
included;  holding  the  industry  to  where  it  is  now,  setting  a  cap  of 
25-50%  maximum  ownership  by  one  party,  and  creating  a  non-quota 
Research  and  Development  allocation  in  deep  offshore  waters.  The 
consensus '  was  that  by  the  time  any<:controls  were  implemented,  it 
would  be  too  late  to  prevent  a  takeover  if  one  were  planned. 


-Independent  processors  are  concerned  about  a  lack  of  access  to 
resource  as  independent  vessel  owners  are  bought  out  by  large 
national  or  multinational  corporations  with  larger  financial 
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BIT  5 


CLAM/QUAHOG  ITQ  ADMINISTRATION 

HANNAH  GOODALE  AND  MYLES  RAIZIN 

FEBRUARY  18,  1992 


OVINERSHIP  ISSUES 


GC/NE  has  suggested  that  "it  may  be  necessary  to  monitor  ITQ 
ownershiD  because  of  cinti- trust  concerns. 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
National  Oceanic  and  Atmosptterie  Administration 

NATIONAL  MARINE  FISHERIES  SERVICE 
Nonneast  Region 
Ooe  BlackBum  Oriv« 
Gloucester.  MA   01930 


February  19,  1992 


Surf  C4.^/Ocean  Quahog  ITQ  Program  Evaluation 

Stanley  Hang,  Ph.O 
Supervisory  Economist 

It  is  a  common  knowledge  that  fishery  management  systems 
generally  impose  constraints  on  fishery  operations  and  alter 
producers'  strategies  in  exploiting  the  fishery  resource.  The  DS 
Atlantic  surf  clam  and  ocean  quahog  fisheries  are  the  first  US 
fisheries  which  have  been  managed  under  a  vessel  ITQ  memagement 
system.   Prior  to  1990,  these  fisheries  were  memaged  with  overall 
quotas  and  a  vessel  moratorium  program  coupled  with  a  set  of  area 
closures  and  trip  regulations  emd  gear  restrictions.   This  was  a 
very  complex  management  system  for  maintaining  a  year-long 
fishery  and  meeting  various  social  and  economic  objectives.  This 
complex  management  system  had  evolved  over  time  €md  was  in  place 
for  a  period  slightly  longer  than  10  years.  During  this  period, 
various  arguments  and  counter-arguments  were  forwarded  with  an 
intent  to  change  or  maintain  this  complex  system.   Finally,  the 
system  was  replaced  with  a  vessel  ITQ  system  in  1990. 

AS  the  first  US  fisheries  to  be  under  an  ITQ  management  system, 
the  US  Atlantic  surf  clam  and  ocean  quahog  fisheries  are  unique 
for  studying  industry  behaviors  under  different  management 
regimes.   Our  preliminary  analysis  of  the  behaviors  has  revealed 
some  interesting  findings.   In  the  Northeast  Regional  Office, 
Or.  Stanley  Wang  has  been  charged  to  evaluate  the  industry 
performance  under  different  management  systems.   While  his  study 
has  been  under  way,  it  is  to  emphasize  the  evaluation  of  the 
industry  (harvesting  and  processing  sectorial)  behaviors  and 
strategies  under  the  complex  management  system  prior  to  1990  and 
the  ITQ  system  after  1990.   Several  criteria  will  be  adopted  in 
his  analyses  and  include  industry  concentration,  market  share 
control,  pricing,  price  spreads,  fishing  patterns,  fishery 
productivity,  capitalization,  labor  employment  (fishing  crew  and 
related  industries) ,  and  optimal  combination  of  input  (capital 
and  labor) .   Economic  theory  of  firms  and  industrial  organization 
as  well  as  statistic  theory  will  be  vigorously  applied.   Relevant 
statistical  tests  will  be  also  conducted  in  the  study.   Some 
concerns,  arguments  and  counter-arguments  during  the  development 
of  the  ITQ  system  will  be  selected  for  detailed  examination  and 
evaluation. 
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Finally,  in  views  of  the  current  enthusiasm  toward  limited  entry 
programs  including  ITQ  management  systems,  this  general  review 
chaired  by  Mr.  Edward  MacLeod  coupled  with  the  Wang  study  could 
shed  light  on  design  and  implementation  of  any  ITQ  management 
systems . 
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l_AW  OTFKXS  OF 

Ronald  R.  Coles 


KENNEBUf«.  MAINE  04O43 


FAX    207  gaS-MU  NV      NV      loin 

TO.  2i2«M9Ua 

September  14,  1992  «,  2|i«mm. 

BY  FAX  AND  U.S.  MAIL        t  «^»uket  .-"',,^3 

General  Counsel 

U.S.  Department  of  Commerce 

Room  5883 

14th  and  Consti,tution  Avenue,  N.W. 

Washington,  DC^  20230 

RE:   Freedom  of  Information  Appeal 

East  Coast  Fisheries  Foundation,  Inc.   v.  National  Marine 

Fisheries  Service,  "NMFS" 

FOI  Request  dated  7/16/92;  copy  attached 

FOI  Request  dated  8/17/92;  copy  attached 

Atlantic  Surf  Clam  Fishery 

Dear  Sir: 

On  behalf  of  East  Coast  Fisheries  Foundation,  Inc.  ("East  Coast") 
we  herewith  appeal  NMFS's  partial  denial  of  a  FOI  request,  copies 
of  the  request  and  denial  attached  hereto. 

NMFS'  denial,  alleging  a  section  552(b)(5)  exemption,  is  misplaced. 
The  documents  at  issue,  per  NMFS's  own  description,  are 
".. .communications. . .part  of  a  deliberative  process  to  evaluate 
[NMFS's]  administration  of  [previously  enacted  regulations]  for  the 
Atlantic  Surf  Clam  and  Ocean  Quahog  Fishery."  In  other  words,  the 
documentation  involves  agency  factual  investigation/reporting  to 
determine  how  well  (or  poor)  the  regulations  previously  adopted 
serve  the  industry,  the  public  interest  and  conservation  of  the 
resources. 

NMFS's  labeling  as  "predecisional  communications"  those  documents 
at  issue  is  pure  evasion.  "Postdecisional  memoranda  setting  forth 
the  reasons  for  an  agency  decision  already  made.,  are  not  exempt 
from  disclosure  under  552(b)(5),"  Renegotiation  Board  v.  Grumman 
Aircraft  Engineering  Corporation.  421  U.S.  168,  183  (1975). 
Furthermore,  "...the  public  is  vitally  concerned  with  the  reasons 
which  did  supply  the  basis  for  an  agency  policy  actually  adopted. 
These  reasons,  if  expressed,  within  the  agency,  constitute  the 
'working  law'  of  the  agency  and  have  been  held... to  be  outside  of 
the  protection  of  Exemption  5.",  N.L.R.B.  v.  Sears.  Roebuck  and 
Co.,  421  U.S.  132,  152-3  (1975). 
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NMFS's  attempt  to  hide  behind  an  Exemption  5  privilege  appears  to 
be  a  smoke  screen  to  withhold  information  on  the  agency's 
performance,  and  the  effectiveness  of  its  regulations.  The 
documentation  requested  is  exactly  what  FOI  was  intended  to  serve: 
the  bringing/to  light  of  internal  agency  documents  for  the  public 
good. 

"This  basic  policy  of  'full  agency  disclosure  unless  information  is 
exempted  under  clearly  delineated  statutory  language. .. indeed 
focuses  on  the  citizens'  right  to  be  informed  about  what  their 
government  is  up  to'.  Official  information  that  sheds  light  on  an 
agency's  performance  of  its  statutory  duties  falls  squarely  within 
that  statutory  purpose.",  U.S.  Department  of  Justice  v.  Reporters 
Committee  For  Freedom  of  the  Press.  489  U.S.  749,  773  (1989). 

As  the  U.S.  Supreme  Court  recently  stated  in  John  Doe  Agency  v. 
John  Doe  Corp. .  493  U.S.  146  (1990), 

This  court  repeatedly  has  stressed  the  fundamental 
principle  of  public  access  to  Government  documents  that 
animated  the  FOIA.  "Without  question,  the  Act  is  broadly 
conceived.  It  seeks  to  permit  access  to  official 
information  long  shielded  unnecessarily  from  public  view 
and  attempts  to  create  a  judicially  enforceable  public 
right  to  secure  such  information  from  possibly  unwilling 
official  hands."  EPA  v.  Mink.  410  U.S.  73,  80  (1973). 
The  Act's  "basic  purpose  reflected  'a  general  philosophy 
of  full  agency  disclosure  unless  information  is  exempted 
under  clearly  delineated  statutory  language'.  Department 
of  Air  Force  v.  Rose.  425  U.S.  352,  360-361  (1976), 
quotings.  Rep.  No.  813,  89th  Cong.,  IstSess.,  3  (1965). 
"The  basic  purpose  of  FOIA  is  t  ensure  an  informed 
citizenry,  vital  to  the  functioning  of  a  democratic 
society,  needed  to  check  against  corruption  and  to  hold 
the  governors  accountable  to  the  governed."  NLRB  v. 
Robbins  Tire  &  Rubber  Co. .  437  U.S.  214,  242  (1978).  See 
also  Department  of  Justice  v.  Reporters  Committee  for 
Freedom  of  Press.  489  U.S.  749,  772-773  (1989).  There 
are,  to  be  sure,  specific  exemptions  from  disclosure  set 
forth  in  the  Act.  "But  these  limited  exemptions  do  not 
obscure  the  basic  policy  that  disclosure,  not  secrecy,  is 
the  dominant  objective  of  the  Act."  Rose,  425  U.S.  at 
361.  Accordingly,  these  exemptions  "must  be  narrowly 
construed."  Ibid.  Furthermore,  "the  burden  is  on  the 
agency  to  sustain  its  action."  5  U.S.C.  §  552 (a)  (4 )  ( B)  . 

John  Doe  Agency,  id.  at  151-2. 

A  Claim  of  a  section  552(b)(5)  exemption  "...clearly  contemplates 
that  the  public  is  entitled  to  all  such  memoranda  or  letters  that 
a  private  party  could  discover  in  litigation  with  the  agency." 
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Environmental  Protection  Agency  v.  Mink.  410  U.S.  73,  93  (1973); 
FTC   V.   Grolier  Inc. .  462  U.S.  19,  26  (1983). 

NMFS's  tactic  that  its  factual  evaluation  somehow  then  attaches  a 
"predecisional"  label  is  incorrect.  It  wrongfully  suggests  that 
NMFS'  factual  analysis  is  a  predetermination  of  agency  policy,  when 
in  fact  it  is  agency  re-evaluation  of  its  own  policies..  ."A  strong 
theme  of  our  opinions  has  been  that  an  agency  will  not  be  permitted 
to  develop  a  body  of  'secret  law',  used  by  it  in  the  discharge  of 
its  regulatory  duties  and  it  dealings  with  the  public,  but  hidden 
behind  a  veil  of  privilege  because  it  is  not  designated  as 

'formal',   'binding'  or  'final'",  Coastal  States  Gas Corp. y_^ 

D.O.E. .  617  Fwd  854,  867  (DC  Cir.  1980). 

You  will  note  East  Coast's  request  (annexed)  wherein  "notes  and 
memoranda"  are  requested.  We  are  distressed  to  see  in  NMFS' 
response  (annexed)  that  these  items  are  not  even  addressed,  and 
would  conclude  an  intentional  bad-faith  attempt  to  evade  response. 

Lastly,  NMFS's  denial  of  the  2  page  report  from  Joel  G.  MacDonald 
[Esquire]  alleging  an  attorney/client  privilege  is  incorrect.  As 
held  in  Hickman  v.  Taylor,  329  U.S.  495  (1947),  that  privilege 
only  attaches  to  materials  that  were  (1)  prepared  in  anticipation 
of  litigation,  (2)  by  or  at  the  request  of  an  attorney,  and  (3) 
reveal  the  theory  or  strategy  of  the  case.  See.  Coastal  States. 
supra.  Furthermore,  "...that  when  an  attorney  conveys  to  his 
client  facts  acquired  from  other  persons  or  sources,  those  facts 
are  not  privileged.  To  allow  the  contrary  rule  would  permit 
agencies  to  insulate  facts  from  FOIA  disclosure  by  simply  routing 
them  through  lawyers  in  the  agency  and  invoking  the  attorney-client 
privilege."  Brinton  v.  Department  of  State,  636  F.2d  600,  604  (DC 
Cir.  1980) . 

Under  all  the  circumstances  and  law  above  mentioned,  NMFS's  denial 
of  East  Coast's  FOI  request  is  improper,  unwarranted  and  appears  to 
involve  some  degree  of  bad  faith.  Please  be  advised  that  we  are 
fully  prepared  to  litigate  this  matter. 

Your  kind  response  will  be  appreciated. 

Very  truly  yours. 


Ronald  R.  Coles 


Enclosure. 

cc:   East  Coast  Fisheries  Foundation,  Inc. 

RRC:tlw 
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COl.es   6    WCINC 


November  18,  1992 


Andrea  E.  Karsch  Dructanan,  Esq. 
Office  of  General  Counsel 
U.S.  Department  of  Commerce 
Washington,  D.C.   20230 

RE:   East  Coast  Fisheries  Foundation  v.   NMFS 
FOI  Appeal 

Dear  Ms.  Druckman: 

I  note  that  the  Department's  final  determination  (response)  is 
five  weeks  overdue.   May  I  have  your  attention. 

Very  truly  yours. 


Enclosure. 

cc:   East  Coast  Fisheries  Foundation 

RRC:tlp 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
Office  of  the  General  Counsel 

Washington.  DC     20230 

FEB  I  2  1993 


Ronald  R.  Coles 
Post  Road  Center 
62  Portland  Road 
P.O.  Box  1028 
Kennebunk,  Maine  04043 

Dear  Mr.  Coles: 

This  letter  responds  to  your  Freedom  of  Information  Act  (5  U.S.C. 
§552)  (FOIA)  appeal  filed  on  behalf  of  East  Coast  Fisheries 
Foiindation,  Inc.   On  the  basis  of  FOIA  exemption  (b)(5),  the 
National  Marine  Fisheries  Service  (NMFS)  partially  denied  the 
initial  request  of  the  East  Coast  Fisheries  Foundation  for  copies 
of  all  documents  pertaining  to  the  ownership  or  property  right 
interest  in  the  Atlantic  Surf  Clam  industry  during  1987-1992, 
including  all  documents  resulting  from  a  survey  conducted  by 
Edward  MacLeod  in  the  beginning  of  1992. 

In  response  to  the  request,  NMFS  disclosed  the  names  of  all 
allocation  holders  and  the  amount  of  allocation  held  by  each,  and 
provided  releasable  portions  of  the  memorandum  entitled  "Review 
of  the  Effectiveness  of  Our  Administrative  and  Enforcement 
Obligations  Under  the  Surf  Clam/Quahog  ITQ  Plan"  and  the 
attachments  (Exhibits  1-6)  to  that  report.   The  letter  from  NMFS 
explained  that  the  responsive  documents  contain  protected  pre- 
decisional  communications  that  were  part  of  a  deliberative 
process  to  evaluate  the  agency's  administration  of  the  Individual 
Transferable  Quota  (ITQ)  system  implemented  as  Amendment  8  to  the 
Fishery  Management  Plan  for  the  Atlantic  Surf  Clam  and  Ocean 
Quahog  Fishery. 

As  explained  below,  we  uphold  the  decision  to  deny  sections  of 
the  responsive  records  on  the  basis  of  exemption  (b) (5) ,  with 
limited  exceptions.   Our  response  also  covers  draft  notes 
prepared  in  connection  with  Exhibit  1  which  had  not  been 
identified  at  the  time  of  the  initial  request.   These  notes  are 
being  released  in  part.   We  have  no  information  that  there  were 
other  drafts  or  notes  prepared  in  connection  with  the  responsive 
documents  that  existed  at  the  time  the  FOIA  request  was  received. 

Exemption  (b) (5)  protects  "inter-agency  or  intra-agency 
memorandums  or  letters  which  would  not  be  available  by  law  to  a 
party  other  than  an  agency  in  litigation  with  the  agency." 
Exemption  (b) (5)  incorporates  the  deliberative  process  privilege. 
The  policy  bases  for  the  deliberative  process  privilege  are  to 
protect  candid  consideration  of  alternatives,  to  protect  the 
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public  from  confusion  that  would  result  from  premature  release  of 
information  prior  to  a  final  decision,  and  to  protect  the 
integrity  of  the  decision-making  process  itself. 

The  first  prerequisite  for  the  deliberative  process  privilege  is 
that  the  communications  must  be  pre-decisional,  occurring  prior 
to  the  adoption  of  particular  agency  policy.   See  Jordan  v. 
United  States  Department  of  Justice.  591  F.2d  753,  774  (D.C.  Cir. 
1978) .   The  determination  of  whether  a  document  is  pre-decisional 
focuses  on  the  role  which  the  document  plays  during  the  decision- 
making process.   To  help  to  distinguish  between  pre-decisional 
and  post-decisional  materials,  we  consider  whether  the  office  or 
person  issuing  the  document  has  legal  decision-making  authority. 
See  Renegotiation  Board  v.  Grumann  Aircraft  Engineering  Corp. . 
421  U.S.  168,  184-85  (1975). 

The  second  fundamental  requirement  for  invoking  the  deliberative 
process  privilege  is  that  the  communication  must  be  deliberative, 
making  suggestions  or  expressing  opinions  concerning  legal  or 
policy  matters.   Vaughn  v.  Rosen.  523  F.2d  1136,  1143-44  (D.C. 
Cir.  1975) .   Exemption  (b) (5)  covers  recommendations,  draft 
documents,  proposals,  suggestions,  and  other  subjective  documents 
which  reflect  the  writer's  personal  opinions  rather  than  agency 
policy.   See  Coastal  States  Gas  Corp.  v.  Department  of  Energy. 
617  F.2d  854,  866-69  (D.C.  Cir.  1980)  (Coastal  States) . 

Exemption  (b) (5)  generally  does  not  protect  purely  factual 
material.   Environmental  Protection  Agency  v.  Mink.  410  U.S.  73, 
87-89  (1973).   However,  facts  which  are  "inextricably  intertwined 
with  policy-making  processes"  may  be  protected.   Soucie  v.  David. 
448  F.2d  1067,  1077-78  (D.C.  Cir.  1971). 

In  this  case,  the  withheld  sections  of  the  memorandum  from  the 
chairman  of  the  Surf  Clam/Quahog  Review  Committee,  the 
attachments  to  the  memorandum,  and  the  draft  notes  from  one 
report  satisfy  the  requirements  for  exemption  (b) (5)  protection. 
The  withheld  materials  make  recommendations  and  express  opinions 
with  regard  to  whether  or  how  the  regional  director  should  advise 
the  Mid-Atlantic  Fishery  Management  Council  (MAFMC)  to  modify 
Amendment  8.   The  regional  director  has  discretion  to  follow  the 
recommendation  of  the  review  committee  on  what  advice  to  provide 
to  the  MAFMC.   In  addition,  we  are  satisfied  that  disclosure 
would  cause  the  decision-makers  to  be  less  candid  and  more 
cautious  in  their  analysis. 

Most  of  the  facts  in  the  materials  under  consideration  were 
released.   Any  facts  withheld  are  closely  tied  to  recommendations 
and  generally  to  the  policy-making  process.   Particularly  with 
regard  to  the  fourth  exhibit,  discli-^sure  would  reveal  the 
analysis  undertaken  and  the  particular  facts  considered,  thus 
causing  harm  to  the  agency's  deliberations. 
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In  your  appeal  letter,  you  argued  that  the  withheld  materials 
constitute  "working  law"  of  the  agency  under  National  Labor 
Relations  Board  v.  Sears.  Roebuck  &  Co. .  421  U.S.  132  (1975) 
(NLRB  V.  Sears) .   However,  the  documents  under  consideration  do 
not  constitute  "working  law"  of  NMFS.   The  documents  do  not 
explain  established  policy  or  otherwise  embody  the  agency's 
effective  law.   The  reports  set  forth  opinions  and  suggestions  on 
whether  and  how  the  ITQ  system  should  be  modified.   The  regional 
director  or  the  MAFMC  need  not  follow  any  of  the  recommendations 
presented.   See  Coastal  States.  617  F.2d  at  868-69;  NLRB  v. 
Sears,  421  U.S.  at  153. 

NMFS  made  a  discretionary  release  of  portions  of  the  responsive 
documents,  including  most  of  the  draft  notes,  that  could  have 
been  protected  under  exemption  (b) (5) .   NMFS  chose  to  be  as  open 
as  possible  and  withhold  only  those  statements  where  release 
might  have  a  chilling  effect  on  the  administrative  decision- 
making process. 

We  are  releasing  on  appeal  portions  of  three  additional  items, 
including  portions  of  one  page  which  was  inadvertently  omitted  in 
the  response  and  of  draft  notes  mentioned  above. 

Your  appeal  also  challenged  NMFS'  reliance  upon  the  attorney- 
client  privilege  to  withhold  one  document.   You  claim  that  the 
attorney-client  privilege  only  applies  to  materials  prepared  in 
anticipation  of  litigation,  by  or  at  the  request  of  an  attorney, 
and  which  would  reveal  the  theory  or  strategy  of  the  case.   This 
is  incorrect.' 

The  attorney-client  privilege  protects  confidential 
communications  between  an  attorney  and  his  client  relating  to  a 
legal  matter  for  which  the  client  has  sought  professional  advice. 
Mead  Data  Central.  Inc.  v.  United  States  Department  of  the  Air 
Force.  566  F.2d  242,  252  (D.C.  Cir.  1977).   An  agency  may  be  a 
"client"  and  an  agency  lawyer  may  be  an  "attorney"  for  purposes 
of  the  privilege.  See  Coastal  States.  617  F.2d  at  863. 

The  document  at  issue.  Exhibit  3,  is  properly  protected  by  the 
exemption  (b) (5)  attorney-client  privilege.   In  the  report,  Joel 
G.  MacDonald,  Regional  Counsel,  presented  his  views  on  various 
legal  issues  in  responding  to  a  request  from  Mr.  MacLeod  of  NMFS, 
his  client,  whether  there  are  any  legal  deficiencies  in  the  ITQ 
system  that  might  be  remedied  through  a  change  to  existing 
procedures . 

This  is  the  final  decision  of  the  Department  of  Commerce.   You 


'The  attorney  work-product  privilege,  not  the  attorney- 
client  privilege,  protects  documents  prepared  by  an  attorney  in 
contemplation  of  litigation. 
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have  the  right  to  obtain  judicial  review  of  the  denial  as 
provided  in  5  U.S.C.  §552  (a)(4)(B). 

Sincerely, 


Barbara  S.  Fredericks 
Assistant  General  Counsel 
for  Administration 


Enclosures 
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LITTLE  FISH,  BIG  POND 

ON  THE  EVE  OF  thf  fifsl  day  of  whiling  season  last  month 
in  the  Pacific  Northwest,  the  Department  of  Commerce 
reversed  its  regional  fishing  council  and  handed  over  the 
lion's  share  of  the  upcoming  harvest  to  huge  fishing  trawler 
factories  controlled  by  the  Tyson  Corporation.  The  CEO. 
D«n  Ty.oii.  has  been  a  generous  conlnbutof  to  Bill  Ciw- 
ton  since  his  days  in  Little  Rock. 

The  Commerce  override  of  the  local  panel  has  pitted 
large  corporate  interests  against  small  family  fishing  opera- 
tions that  have  worked  the  fishery  for  decades  and  il  will 
likely  push  the  small  operators  to  go  after  other  specie*  of 
fish  already  depleted. 

Tyson  executive  ArehU  Sch»lf«r  says  the  company  had 
no  specific  role  In  the  decision,  though  he  concedes  Tyson 
along  with  other  companies  was  represented  by  a  lobbying 
group,  the  American  Factory  Trawlers  Association,  that 
fought  hard  for  the  Commerce  niling.  "It  is  absurd  to 
suggest  it  was  a  political  payoff. .  Tyson  Foods  interests 
in  Oregon  are  more  with  shoreside  interests. 

Tyson  firs,  got  into  the  factory  trawler  business  last 
October  when  it  spent  J200  million  to  acquire  Arctic 
Alaska's  lleet.  including  1 1  Pacific  "?*'«"^„„  ^„  ,„, 
At  least  one  Democratic  member  of  Congress  was  less 
than  thrilled  by  the  executive  branch's  action:  The  blaunl 
di!«iad  of  the  Pacific  Councifs  recommendauon  by 
Commerce  sends  a  message  that  hard  l^'^^fj'^.^'!: 
efforts  can  be  easily  and  ""itrarily  overturned  by  politic*, 
says  Congresswoman  Eli..b.th  Fur..  (D-Oregon). 

Secretary  of  Commerce  Ron  Brown's  spokesperson  ilm 
O..Ur  insists  that  Commerce's  reversal  was  an  ^  location 
of -the  conservation  burden  equitably. . . .  Political  consid- 

*^i;:^:;^'s;;;:^::;^i"fairec.orof.hepacificFishery 

Management  Council,  maintain,  the  move  had  '"•'''o  ^o 
with  equity.  "Apparently  the  Secretary  of  Commerce  can 
^whatever  he  wants  We  had  to  make  our  d«"'0'' ."a^d 
on  an  analysis  including  biology  and  economic  but  he  did 
not  follow  that  protocol.  If  the  game  is  going  to  be  played 
back  East  at  high  levels,  why  should  fishermen  partiapate 
in  our  process,  which  is  democratic  and  openr 

The  Pacific  Council  had  hoped  its  decision  would  mean 
a  whiting  season  lasting  from  April  '°  November  extend- 
ing the  work  weeks  of  small  shore-based  fishers  and  proces- 
sors Under  Commerce's  nile.  the  season  will  be  quite 
short  Already  in  the  first  week,  the  factory  trawlen  sucked 
UP  24  000  of  the  total  MO.OOO  Ion  annual  harvest  permu- 
ted The  small  boats  snagged  only  200  tons  over  the  same 
period.  "Thai's  the  tally  of  the  open-style  compeiilion. 
lamenu  Six 
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This  IS  not  the  first  time  the  administration  has  over- 
ruled local  fishing  councils.  In  March.  Commerce  tossed 
out  a  decision  by  Alaska's  North  Pacific  Fishery  Manage- 
ment Council  to  reduce  this  year's  harvest  of  ocean  perth. 
And  the  Pacific  Northwest  decision  may  be  just  the  first 
ripple  for  the  small-time  family  fishing  boat  operator.  Ac- 
cording to  the  North  Pacific  Fisheries  Protection  Associa- 
tion, the  Ointon  adminsiralion  intends  to  follow  through 
on  Bush  era  plans  to  priviiize  the  nation's  fisheries  by 
granting  individual  fishing  quotas  that  will  benefit  huge 
food  conglomerates. 

These  quotas  would  give  recipients  an  exclusive  allot- 
ment of  fish  in  perpetuity,  and  would  be  based  on  the 
number  of  fish  caught  in  recent  years. 

Commerce's  William  Fox  testified  before  Congress  in 
1991  that  the  quota  system  is  the  best  way  to  help  depleted 
species  restore  themselves  because  il  restricts  the  number 
of  boats  working  the  water,  even  though  it  will  presumably 
not  mean  a  reduction  in  the  total  number  offish  allowed  to 
be  caught. 

Critics  of  federal  fishery  management  contend  that  if 
there  are  loo  many  vessels  in  the  water.  Commerce  is  partly 
to  blame.  Over  the  past  17  yearr.  the  department  has  under- 
written up  10  S47  million  annually  in  loans  for  the  industry's 
retooling  and  new  construction.  Tyson's  Arctic  Alaska  alone 
accumulated  $53  million  of  these  loans  by  1991.  Commerce, 
apparently  concerned  about  overcapilalization  of  the  indus- 
try, suspended  the  program  late  last  year. 

Jim  O'Malloy.  executive  director  of  the  East  Coasi  Fish- 
eries Foundation,  says  the  first  application  of  the  quota 
system,  in  the  surf  clam  fishery,  has  radically  changed  that 
industry.  "Where  Ihere  were  700  jobs  there  are  now  200. 
Where  there  were  as  many  as  50  companies  working  Ihere 
are  now  just  three.  Ultimately  this  is  bad  news  for  the 
consumer  because  profits  can  be  hugely  inflated  by  reslrkl' 
ing  competition." 

Indeed,  for  Tyson  the  move  toward  privatization  was  a 
major  motivator  in  the  company's  entry  into  the  seafood 
market.  According  to  the  trade  journal  Seafomi  Business,  il 
was  part  of  the  "total  picture"  that  convinced  Tyson  brass 
they  could  "corral"  enough  seafood  to  turn  a  profit. 

And  there's  another  incentive.  Despite  the  red  ink 
drowning  the  Federal  budget,  while  the  entitlements  are  to 
be  granted  by  the  government  free  of  charge,  they  can  then 
be  sold  by  the  recipient.  — mobert  henncllt 
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FILLS  ITS  PLATE 


'^ii  ■  Seafood  Group  completes  the  protein  package 

'  W*  By  Ms  Ftttniait 

JjJ    f^O,  what  do  you  get  when  you  cross  a 
p "  ^S  pollock  with  a  chicken?  A  whole 
*;'^^  new  set  of  corporate  symbols. 
'^§§'-"'      "We  Used  to  give  out  a  little  gold 
'ii^chiclcen  lapel  pin  when  our  stalTmct  sales 

tgt>ll»i"  says  John  Tyson  of  Tyson  Foods 
Tnt,  whtdl  recently  acquired  whiteTish  and 
lUtimi  lUppliets  AlrticAbski  Fislieries  CUrp. 


and  Louis  Kemp  Seafoods  Co.  'Now  we're 
going  to  have  to  regroup  and  come  up  with 
something  thai  also  has  beef  and  pork  and 
fish  on  II* 

Sales  symbolism,  accounting  systems, 
product  lines  —  all  are  in  flux  as  Arctic 
Alaska  and  Kettip  plumb  their  massh^  pro- 
dikrtion  capacities  Into  the  Tyson  ntarket- 
ing  pipdihe.  The  hieiarchy  ofbiand  lumes. 


for  insranoe.  was  still  being  decided  at  ptm 
time.  Arciic  Ice,  Arctic  Alaska's  brand,  and 
Tyson  are  boih  known  at  the  food-ierrice 
level,  sayj  Tyson,  who  notes  the  one  wxy  in 
come  up  with  a  'one-pluvone-equals-ihree 
situation*  might  be  to  label  seafood  prod- 
ucts with  the  moniker:  "Arctic  ice,  another 
fine  food  froW  Tyson  Foods."  The  same 
goes  for  LbUb  Kemp's  trade  names  —  Oab 
Delights,  Lobster  Delights  and  Ocean  Mas- 
ter —  whk^  hive  btiilt  a  powerful  retail 

Center  of  die  plate 

Center  Of  The  Plate  is  more  than  an 
academic  topic  at  Tyson,  a  value-added 
chicken  giant  fast  becoming  a  onesiop- 
protein  shop.  During  1991  the  company 
concentrated  on  integrating  new  beef  ptud- 
ucts  into  its  lineof  Ibodservice  products  and 
retail  frtnen  dinners.  (Pork  product.^  were 
alreadyonline.)ln  1992,  die  publiclyowncd 
company  turned  to  the  gap  in  its  protein 
mix  —  seafood. 

I  n  August.  Tyson  Foods  .ngreed  lo  buy 
out  Arctic  Alaska  shareholders  for  nn  csii- 

■  The  whole  setup  — 
with  Arctic  and  Kemp 
catching  and  processing 
and  Tysk>n  seliing, 
marketing  and  distribiit* 
ing  —  fHe<Mreticaily 
makes  good  integirate<l- 
marketbilg  sense. 
"It's  a  real  nice  fit" 


tnaied  S2 1 2  rnillion:  it  committed  another 
estimated  J2I  million  to  purchne  l^uis 
Kemp  ftom  its  former  owner.  Oscar  Mayer 
Foods  (iDeVa  Philip  Morris/Krafi  Genenl 
Foods  subddiaiy). 

As  a  result.  Arkansas-h»rd  T)'snn 
Foods  Inc  nowcontroJsa  major  %tiare  of  the 
\}S.  surimi  maika.  Aiaic  Aladu.  otvnrr 
and  npoanv  ov  tne  nafspn  s  brvesi  Jieet  ol 
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haory  tnvAen,  a  one  of  the  biggest  luppli- 
enof  raw  jurimi;  Kenip  has  a  lock  on  nrj(l)r 
nvo-chirdsofche  U.S.  rciailialejof prepack- 
aged surimi  analogs  (a.k.a.  imiuiion  crab, 
lobster,  etc). 

With  theestaWishmentorionew'Sca- 
food  Group,"  Tyson  also  has  access  10  blocks 
ami  fiiietsofNonh  Pacific  whitefishspecio, 
including  pollock,  cod,  ydlowfin  sole  and 
Atka  mackerel  as  well  as  tanner  and  king 
crab. 

In  return,  Arctic  Alaska  and  Kimp 
anticipate  a  quantum  leap  in  marketing 
power.  Tyson  Foods  sold  more  than  $4.1 
billion  worth  of  chicken,  beef  and  pork 
during  tlie  fiscal  year  that  ended  October 
15,  1992.  When  the  company  applies  its 
customary  battle  plan  of  "Segment,  Con- 
centrate, Dominate*  to  the  seafood  busi- 
ness, results  are  apt  to  be  impressive. 

The  whole  setup  —  with  Arctic  and 
Kemp  catching  and  processing  and  Tyson 

■  "We've  had  fifteen 
to  eighteen  years  in 
taking  the  basic 
component,  chicken, 
apart  and  putting  it 
back  together  in 
products  the 
customer  wants." 

selling,  marketing  and  distributing — theo- 
retically makes  good  integrated-niarketing 
sense.  It's  a  "real  nice  fit,"  says  Arctic  Alaska 
President  and  CEO  Ron  Jensen,  "lliete's  a 
lot  of  synergy,"  seconds  Roland  Chambers, 
Louis  Kempgeneral  manager  and  vice  presi- 
dent In  charge  of  all  the  shore  plant  ofxra- 
tioiis  in  Tyson's  Seafood  Group. 

But  why  now?  Why  buy  a  seafood 
company  at  precisely  the  time  when  numer- 
ous seafood  brokers  wish  (hey  sold  used 
cars"  -^—^.^—^.~^ 


sh 


The TysotBt<x>kiheircue  from  recent 
fis  In  North  Pacific  fisheries  manage- 
ment, specifically  the  trends  to%vard  indi- 
vidual quotas,  or  ITQs,  says  John  Tyson, 
the  executive  In  charge  of  integrating  the 
Seafood  Group  Into  the  Tyson  Foods  fold. 
The  Tysons  were  also  impressed  by  overseas  h' 
expansion  and  value-added  progranu  al- 
r^d^nitiated  by  Araic  Alaska.        _^^m 

Grounuhsh  quotas  in  the  North  Pa- 
cific have  lidd  steady  at  about  2  million 
metric  tons  annually.  "If  we  (Araic  Alaska) 
are  good  and  efficient  at  how  we  catch  It. 
we're  going  (o  get  our  percentage.  Maybe  if 
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4  National  Fisherman  June  1993 


Can  Clinton  change 
things? 

To  the  Editor 

In  regard  to  the  letter  entitled  "No  unity 
for  conunercial  fishing?"  written  by  Bob 
Jones  of  the  Southeastem  Fisheries  Associ- 
ation and  published  in  the  January  '93  NF. 
I  would  like  to  add  a  word  of  warning. 

Bob  expressed  outrag'j  at  the  actions  of 
Joe  Blum.  Dennis  PhehA  and  Ted  Kron- 
miller  (who  reportedly  represent  large 
West  Coast  companies)  during  the  recent 
meeting  of  the  fishing  industry  with  (for- 
mer)  Secretary  of  Commerce  Barbara 
Franklin.  He  also  expressed  optimism  that 
the  arrival  of  the  Ginton  Administration 
might  offer  an  opportunity  to  reverse  some 
of  the  bad  policies  that  have  been  put  in 
place  regarding  fishery  management  over 
the  past  several  years. 


I  hate  to  say  it,  but  it  appears  to  me  that 
any  optimism  concerning  the  new  adminis- 
tration's willingness  to  carefully  and 
impartially  examine  fisheries  management 
policies  and  to  modify  them  with  a  view 
toward  making  them  more  fair  and  equi- 
table is  premature. 

On  Jan.  29.  literally  within  hours  fol- 
lowing h£s  appointment  as  secretary  of 
commerce,  Ron  Brown  approved  the 
North  Pacific  Fishery  Management  Coun- 
cil's IFQ  plan  for  the  Alaska  sablefish 
[blackcod]  and  halibut  fisheries.  The  IFQ 
plan  (a  half-baked  and  poorly  justified 
giveaway  of  public  resources  to  special 
interests)  met  overwhelming  opposition 
from  Alaska  fishermen  during  public  testi- 
mony, was  opposed  by  every  Alaska 
coastal  community  and  was  unanimously 
opposed  by  the  Alaska  House  of  Repre- 
sentatives. 

In  the  Anchorage  Daily  News  article 
of  Jan.  30,  which  reported  Brown's 
approval  of  the  plan,  it  was  pointed  out 
that  "Kronmiller  was  a  fisheries  official 
at  the  State  Depanment  under  President 
Reagan.  More  recently,  he  was  a  law  part- 
ner of  Ron  Brown,  the  new  Commerce 
Secretary." 

I  suggest  to  ail  readers  of  your  fine  pub- 
lication that  deals  made  behind  closed 
doors  remain  vastly  more  important  in  the 
formulation  of  policy  than  open  forums  in 
which  the  American  people  are  invited  to 
participate. 

Good  Luck  Bob.  Keep  your  guard  up! 

Pete  Farris 

Anchorage,  Alaska 
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Radical  quotas 
in  place  for  cod, 
halibut  fishing 


By  Scott  Sund* 

P4  Raporltr 


PAUL  JOSEPH  BROWN/P-I 

Halibut  fisherman  John  McHenry  in  (roni  o(  his  SO-yoar-old  boat 


The  Commerce  Department  took  the  first  step 
yesterday  toward  a  radical  change  In  the  way  billion- 
dollar  risheries  are  managed  olT  Alaska  and  the  West 
Coast 
^  ,  It  gave  Hnal  approval  to  establish  individual 
'  quolas  in  the  halibut  and  black  cod  risheries. 

Supporters,  including  many  Seattle  (Ishermen.  say 
the  change  means  better  quality  and  more  Tresh  llsh 
for  consumers  and  longer,  safer  Oshing  seasons 

Opponents  say  tlie  system  will  create  a  privileged 
class  of  Hshermen  and  will  devastate  coastal  commu- 
nities that  rely  on  Tishing. 

The  black  cod  and  halibut  fisheries  in  Alaska  arc 
worth  about  $150  million  annually.  The  new  system 
will  give  Washington  state  fishermen  an  estimated  21 
percenter  the  halibut  and  almost  half  the  black  cod. 

The  quolas  will  be  handed  out  to  vessel  owners 
and  lease  holders  based  on  how  much  fish  they  caught 
in  past  years.  The  quotas  can  be  bought  and  sold,  but 
single  fishermen  will  be  limited  in  how  much  of  the 
market  they  can  control.  Fishermen  cannot  buy  and 
sell  quotas  between  categories  of  vessels  -  an  effort 
to  stop  the  owners  of  larger,  Sealtle-ba.sed  boats  from 
buying  the  quotas  of  smaller,  Alaskan  boats. 

The  change  to  individual  quotas  is  revolutionary, 
said  James  Crulchneld.  a  professor  emeritus  at  Ihc 
University  of  Washington  and  an  expert  on  the 
economics  of  the  fishing  industry. 

Traditionally,  the  government  has  allowed  fishing 


^  Established  boals  will  benefit  Irom  Ihe  quota,  he  says;  others  wonL     seerisnim.,  raga/w 

Fishing:  Rule  grants  property 

rights  to  a  natural  resource 


From  Page  1 


by  a  so-called  "Olympic  .system."  • 
There's  no  limit  on  the  number  of 
lishermen,  and  each  bont  is  al- 
lowed to  haul  in  as  many  fish  as 
possilile  nliile  the  .sr.isoii  Lists 

But  under  the  individual  quo-i 
tas.  each  fisherman  is  a.ssigned  an 
amount  of  fish.  In  other  words, , 
fisliemieii  are  granted  a  property 
riglil  to  a  nalur.ii  resource. 

'That  means  each  individual 
fislierniaii  has  an  iiirenlive  to  fish 
crnciciitly,"  Crulclificld  said. 
"You  don't  get  this  r.nce  to  gel 
yours  before  the  other  lioarder 
does.  It  makes  the  fishery  operate, 
like  the  rest  of  our  economy." 

The  individual  quotas  for  hali- 
but and  black  cod  could  go  into 
cflcct  as  early  as  1994.  A  similar 
.system  is  being  studied  for  pol-  t 
lock  niul  crab  in  AInskn  .ind  for 
"l!rfiiiii>in.<h  ainng  the  Washlnilon 
.Hid  Orrcon  ron.'sls.   ■  '   i| 


Some  fishennen  will  be  forced ' 
out  Some  won't  qualify  for  a 
quota  because  they  haven't  been" 
fishing  long  enough.  Many  crew 
members  may  lose  their  jobs  as 
one  bo,-!!  buys  up  several  qunta.s. 

"People  who  liave  participat- 
ed   in    tlie    fishery    will    benefit 
lairly,"    .said    Jolin    IMcHenry,    a-' 
Seattle  fisherman.  "And  llie  peo- 
ple who  haven't  are  not  going  lO'i 
come  out  of  it  so  good."         "   ' 

At  worsL  the  individual  quota  ' 
system    could    mean    a  '  loss  'of' 
nearly    I5.0U0   fisliiiig  jobs,   said 
U.S.  Rep.  Don  Young.  It-Alaska. ' 
— '      "We  have  rommunities  strung 
out  from  southeast  Alaska  to  tlie 
Hcring  Sea  where  llic  only  source 
of  income   is   fisiiing."  said   iVlat- 
Ihew  Donolioe,  a  Sitka  fisherman. 
Problems  with  tiie  old  fishery 
maiiaecnieiit  system  included: 

■  Sliort  seaaoni.  The  black 
cod  sriison  that  once  lasted  for 
months  nntr  Lists  no  more  titlin  a 


week   or  two   because  so   many 
fishennen  arc  involved. 

The  iiaiibut  fishery  has  been 
reduced  lo  a  few  24-liour  "der- 

,  bies"  each  year 

In  1992,  fishermen  caught 
more  than  half  the  year's  halibut 
quota  in  one  24-hour  opening, 
said  Bob  Alvcrson  of  Ihe  Fishing 
Vessel  Owners'  Association  in  Se- 
attle. 

'        ■  Waste.    Typically,    halibut 

•  fishermenput  out  far  more  gear 
than  tliey  need.  When  the  24-liour 
opening  ends,  they  cut  their  lines 

I  still  heavy  with  fish.  The  fish  die 
on  the  bottom. 

As  in  a  pie-eating  contest, 
Alverson  said,  "When  you're 
through  eating  the  pie,  you  have  a 
lot  on  yourself  and  on  the  picnic 
Ubic." 

■  Quality.  IVIuch  of  Ihe  fish 
ends  up  froien  because  It  arrives 
so  suddenly  and  in  such  large 
amounts  at  procrs.sors. 

■  Salely.  Willi  a  few  days  or 
weeks  a  .year  irt  which  to  make  a 
living,  fishermen  take  their  boats 
out  no  inaller  tlie  weather.  Seven 
Imlibnt  fishermen  died  in  1992  in 
Alaskan  waters. 
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ITQs  for  surf  clam, 
and  uceaii  qualiug 
flslierinen? 

GALILEE,  Rl  -  A  major  cliange  in 
turf  cliin  and  ocean  qualiog  managemeni 
is  up  for  public  comnienl  al  a  round  of 
hearings  lield  by  Uie  Mid-AUanlic  Fisliery 
Maiiagemoic  Council  in  February  and 
Marcli. 

Hie  council  will  liold  a  public  liearing 
here  March  8  lo  receive  comnicnls  on 
Amendineiil  8  lo  llie  Fishery  Manage- 
meni Plan  (FMP)  for  Allaniic  Surf  Clams 
and  Ocean  Qualiogs.  The  Galilee  hearing 
will  be  held  al  7  pm,  March  8  al  Uie 
Uulch  Inn  on  Great  Island  Road. 

A  March  6  hearing  will  be  lield  a(  7 
pm  in  Uie  Cape  May  Counly  Eilension 
Office.  Dennisville  Rd.,  Cape  May.  NJ. 
Hearings  were  also  held  in  laic  February 
in  Pocomoke,  MD  and  Pomona,  NJ. 

In  an  effort  lo  alleviate  fishing  effort 
problems  and  inelliciencies  in  llie  surf 
clam  and  ocean  qualiog  fishery,  tlie 
council  initialed  consideration  of  a 
management  scheme  Uiat  would  give 
individual  transferable  quotas  lo  surf 
clam  and  ocean  qualiog  fishermen.  This 
proposal  became  known  as  Amendment  8. 
Tlie  amendment  proposes  a  number  of 
Uiings  including  the  creation  of  an 
allocation  permit  for  harvesters,  a  permit 
for  buyers,  and  a  fee  schedule  for  die 
permits,  as  well  as  initialing  a  vessel 
allocation  system. 

II  would  also  reduce  the  surf  clam 
minimum  siie  to  4.75'.  initiate  a 
requiiemeni  tliat  all  surf  clam  and  ocean 
qualiog  cages  must  be  ugged  from  Uie 


time  the  product  is  placed  into  die  cage; 
prohibit  shucking  surf  clams  or  ocevi 
qualiogs  al  sea:  iind  remove  the 
moratorium  on  the  entry  of  new  vessels 
into  tlie  mid-AtianlJc  surf  clam  fishery. 

Additionally.  Amendment  8  would 
allow  die  regional  diiector  to  require  dial 
vessel  owners  or  operators  notify  die 
National  Marine  Fislieries  Service  before 
a  vessel  departs  die  dock  on  a  trip  and 
before  the  vessel  reaches  tlie  dock  from  a 
trip  on  which  surf  clams  or  ocean 
qualiogs  were  caugliL 

For  more  information,  contact  John 
Bryson  at  (302)  674-2331.0     - 


IS  COMMERCIAL  FISHERIES  NEWS  JUNE  1989 


Surf  clam  plan  draws  fire 


DOVER.  DE  -  Overwhelming 
opposition.  That  was  llie  response  the    - 
Mid-AUantic  Fishery  Management 
Council  got  when  it  took  its  proposed 
vessel  allocation  system  for  surf  clams 
and  ocean  quahogs  out  lo  public  hearing 
early  in  March. 

The  public  objection  was  not  directed 
wUy  to  the  allocation  concept,  ejiplained 
Oave  Keifer.  council  depuiy  direcior. 

"TVe  got  a  lot  of  commenis,  some 


supportive  and  some  suggesting  changes, 
a  lot  of  changes,"  Keifer  said.  "Some 
people  liked  die  idea  of  allocations,  but 
nol  die  proposed  allocation  system. 
There  was  opposition  to  removing  limited 
entry  on  (ocean)  quahogs.  The 
prohibition  on  shucking  (sea  clams)  at  sea 
received  opposition.' 

It's  unlikely  Uai  the  oppatiiion  lo  diis 

dn/t  of  Ajnendment  I  was  stranger  any- 

eoniiniuii  on  nen  page 


Surf  clams- 


conlimudfrom  previous  page 

where  Uian  in  die  single  hearing  held  in 
New  England  on  March  g  in  Galilee.  HI. 
New  Englanders  trying  to  get  into  Uie 
surf  clamming  business  have  been 
hampered  by  a  1977  moratorium  which 
prevents  them  from  fishing  in  die  rich 
Mid-Atlantic  area. 

Under  die  Mid- Atlantic  council 'i  plan 
to  combine  die  two  New  England  surf 
clam/ocean  qualiog  managemeni  areas  - 
Nantucket  Slmals  and  Georges  Bunk  ■ 
widi  Uk  Mid-AlJanlic  area,  Uiey  stand  to 
lose  even  more. 

Because  diey  have  nol  had  access  in 
the  Mid-AUanlic  area,  tliese  New  Engl.niirl 
boat  owners  would  likely  receive  an  unac- 
ceplably  small  percentage  of  Uie  annual 
quota  under  a  vessel  allocation  system. 

"The  consensus  view  (of  Uie  New 
England  council  and  its  industry  advisnn) 
is  dial  Uie  specific  proposal  to  create  an 
individual  vessel  allocation  system  iiiiilcr 
any  of  Uie  identified  potenliiU  formulas  is 
detrimental  to  die  Interests  of  Uiosc 
curieiuly  involved  in  die  New  England 
fisliery."  Bob  Smith.  New  England 
council  member  from  Rhode  Island,  said 
al  the  hearing. 

Stating  die  position  of  die  New 
England  council.  Smith  advocated 
eicluding  Uie  New  England  area  lioni  any 
surf  clam/ocean  qualiog  vessel  alloc.-iiion 
system  and  continuing  lo  manage  the 
fisliery  in  Uiis  region  under  Uie  individual 
area  quotas  set  up  in  Amendment  7. 
For  die  past  two  years,  die  Mid- 
Atlantic  council  has  been  working  to 
come  up  wiUi  a  new  syslaii  for  surf  clam/ 
ocean  quahog  management. 

Tlie  couiKil  considers  Uie  fishery  lo  be 
ov^rcapitalirfd:  while  Uie  resource 
appears  to  be  relatively  liealthy.  Uie 
current  quota  system  lesuicls  vessels 
working  in  die  mid-Atlanlic  lo  only  a  few 
sia-hour  trips  every  diree  mondis. 

Bui  Amendment  8  as  il  now  reads  is 
unlikely  lo  provide  a  quick  fix  lo  Uie 
fisliery 's  problems. 

"It  remains  a  very  complex, 
controversial  amendment,*  observed  l.ick 
Tenill.  surf  clam  plan  coordinator  for  Uie 
Nauonal  Marine  Fislieries  Service 
NorUieast  Region  in  Gloucester. 

According  to  Dave  Keifer.  Uie  Mid- 
Allaniic  council  will  not  give  further 
coRsWemlan  lo  draft  AmerKtmcm  8 
beftn  iu  June  cov/kII  meeling. 

Lorelei  Slevcns 
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iiirfclam  challenge  fails 

Federal  court  decision  upholds  ITQs 


WASHINGTON,  DC  -  Doubo  about 
he  legality  of  fTQs  were  largely  dialed 
arly  in  April  when  a  Fedeial  Distria 
Zoun  judge  basically  brushed  off  a 
;hallenge  lo  (he  latest  version  of  the  Surf 
Clam  and  Ocean  Quahog  Fishery 
Management  Plan. 

The  court  determined  that  ITQs  "were 
contemplated  by  Congress  and  are  doable,' 
explained  Jack  Tenill,  a  poUcy  analyst 
with  the  National  Marine  Fisheries  Service 
(NMFS). 

The  court's  decision  was  specific  lo  the 
surf  clam/ocean  quahog  ITQ  sys(em.  Bui 
it  will  likely  be  inierpreied  by  fishery 
managers  as  a  go-ahead  lo  consider  ITQ- 
bascd  management,  which  limits 
participation  in  a  fishery  lo  those  holding 
an  allocation,  for  other  fisheries. 

(The  case  did  noi  specifically  consider 
the  plight  of  more  than  70  Maine  vessels 
which  did  not  receive  an  initial  ocean 
quahog  allocation.  These  vessel  are 
currently  working  under  an  experimental 
fishery  permit  that  expires  SepL  29.) 

ITQs  are  individual  uansferable  quotas. 
The  fTQ  system  in  question  here  was 
developed  ihiough  Amendment  8  to  the  surf 
clam/ocean  quahog  plan  and  is  the  Gi^ 
established  under  the  Magnuson  Fishery 
Conservadon  and  Management  Act 

On  Sept  30, 1990,  NMFS  implemented 
Amendment  8,  and  parceled  out  pereeniages 
of  the  annual  surf  clam  or  ocean  quahog 
quotas  10  boat  owners  wiUi  a  federally 
documenied  history  in  the  fisheries. 

The  quola  share  was  calculated  using  a 
complex  fomiula  which  included  the 
vessel's  historic  calch  and  size.  Fishennen 
with  a  share  of  the  annual  quola  can  fish, 
sell,  or  lease  llieir  own  share,  and  buy  or 
lease  shares  from  others. 

On  July  13.  1990.  Iwo  groups  of 
fishennen  and  processing  companies  filed 
suit  against  llie  Department  of  Commerce 
(NMFS  parent  agency)  challenging  the 
ITQ  system  and  claiming  it  had  caused 
Iheni  serious  economic  harm. 

Among  several  points,  they  argued  that 
the  ITQ  system  exceeded  NMFS"  suiulory 
auiliorily  and  that  the  implementation  of 
ITQs  violated  National  Standards  and 
other  provisions  of  die  Magnuson  Act 

Privadzalion 

According  lo  the  judge's  decision,  the 
plaintiffs  argued  that  an  ITQ  system 
amounts  lo  privatization  of  tlie  resource 
and  that  "such  a  'transfer  of  private 
ownership  interests  in  a  fisliery'  is  bodi 
unauthorized  by  the  Magnuson  Act  and  in 
confiici  with  an  expressed  pcohibilion  on 
Uic  assessment  of  fees  in  excess  of  cosls." 


Bui  Judge  Michael  Boudin  faasicaUy 
found  dial  Congress,  through  die  act,  did 
authorize  ihe  citation  of  quotas.  Further,  he 
noted  diat  permits  were  transferable  with 
sale  of  the  vessel  under  previous  versions  of 
die  surf  clam/bcean  quahog  plan. 

•The  present  ITQ  system  diffen  only  in 
degree  from  die  system  of  aggregate  quotas 
and  transferable  permits  previously  in  use 
and  unchallenged  by  pUintiffs.  and  die 
interests  aeated  by  it  fail  diort  of  actual  fuU- 
scale  ownership,'  Judge  Boudin  wrote. 

He  also  noted  diat  "die  new  quotas  do 
not  become  permanent  possessions  of 
diose  who  hold  diem_  These  interests 
remain  subject  lo  die  control  of  die  federal 
government  which,  in  the  exercise  of  its 
regulatory  audiority.  can  alter  and  revise 
such  schemes..." 

The  judge  brushed  aside  die  claim  dtat, 
because  fishermen  must  purchase  (x  lease 
quota  from  quota  holders  in  order  lo  get 
into  die  fishery  or  expand  exisung 
operation,  ITQs  violate  the  prohibition  on 
assessment  of  fees  in  excess  of  costs. 

"Certainly  payments  are  a  bairier  lo  a 
fisherman  who  wanu  to  fish  but  does  not 
possess  an  ITQ,  but  an  even  greater  barrier 
would  be  provided  by  quotas  dial  were  not 

transferable  at  any  price."  he  wiote. 
"Neidier  regime  involves  (NMFS)  raising 
revenue  in  excess  of  costs." 

Cheating  pays 

The  plainuffs  attempted  lo  convince  die 
judge  dut  die  ITQ  system  violates  die 
Magnuson  Act's  National  Standard  4, 
which  requires  Utat  fishery  management 
plans  not  discriminate  between  residents  of 
different  states,  and  says: 

"If  it  becomes  necessary  to  allocate  or 
assign  fishing  privUeges  among  various 
US  fishermen,  such  allocation  shall  be 

A)  fair  and  equitable  to  all  such  fishermen; 

B)  reasonably  calculated  to  promote 
conservation:  and  Q  carried  out  in  such 
maimer  diat  no  particular  individual, 
corporation,  or  other  entity  acquires  an 
excessive  share  of  such  privUeges." 

The  plaindf  fs  claimed  die  ITQ  system 
violated  die  standard  by  rewanling  violaiors 
of  prior  reguladons  and  by  discriminaung 
a^inst  owners  of  smaller  fishing  Heets. 

Similar  concerns  have  surfaced  during 
die  New  England  Fishery  Management 

CouncU  scallop  committee's  deliberations 
over  possible  individual  allocations  of 
fishing  days  or  quota  as  a  replacement  of 
die  current  meat  cixint  system. 


In  commenung  on  diis  portion  ot  uie 
case.  Judge  Boudin  endorsed  die  concept 
of  fishery  management  councils 
developing  fishery  plans  and  NMFS 
promulgating  rcgulauons  based  on  die  best 
available  information,  even  if  dial 
information  is  cleariy  lacking.  In  doing  so. 
die  judge  also  stressed  die  importance  of 
building  "an  adminisoauve  record"  lo  back 
up  management  decisions. 

Axxording  u}  die  judge's  decision,  die 
Commerce  Department  argued  dial  "since 
a  majonty  of  die  panicipanis  in  die  fishery 
cheated  u>  some  degree,  it  is  impossible  to 
determine  which  vessels  were  involved  in 
die  violadon_  The  record  demonssates 
diat  die  councU  and  die  secretary 
considered  diis  problem. 

"It  is  not  clear  how  adjustments  cotdd 
be  made  to  eliminate  die  effect  of  previous 
violations,  many  of  which,  it  is  fair  lo 
suppose,  were  never  detected,  and  odien 

which  have  already  been  punished. 
Plainuffs  have  failed  to  demonstrate  diat 
diis  use  of  past  histories  is  irrationaJ  or  diat 
it  violates  die  Magnuson  Act" 

The  judge  offered  diis  suggestion  for 
diose  fishermen  who  feel  disadvantaged  by 
initial  allocaiions:  "It  is  quite  possible  diat 
scale  economies  and  transferability  of 
ITQs  will  pnxluce  some  consolidation.  It 
is  also  possible  diat  small  fishermen  enjoy 
advantages  of  dieir  own,  and  nothing 
prevents  coaJidons  of  small  owners  from 
pooling  dieir  altocatioo  to  obtain 
efficiencies." 

Ocean  qua  hogs 

The  plainuffs  also  attempted,  widiout 
success,  10  convince  die  court  diat  NMFS 
erred  in  placing  die  ocean  quahog  fishery 
under  the  same  management  regime  as  surf 
clams.  They  ai^ued  diat  die  administrative 
record  did  not  support  die  decision  and, 
since  diere  is  no  overfishing  or  overcapitali- 
zation problem  in  die  ocean  quahog  fishery, 
a  limiied  access  system  is  not  justified. 

SeefTQt.nA 
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Continued  from  7 A 
However,  the  judge  concluded  that  the 
j. council  and  NMFS  had  indeed  established 
'  a  solid  enough  record  to  back  up  the 
decision  to  include  ocean  quahogs  in  the 
'  ITQ  scheme. 

Citing  a  standard  established  in  a 
,  previous  case  which  precludes  the  court 
f  from  substituting  its  judgment  for  that  of 
•  NMFS,  Judge  Boudin  stated: 

The  court  concludes  that  the  secretary's 
decision,  though  based  on  conflicting,  even 
speculative,  evidence  about  U^cnds  affecting 
the  ocean  qtiahog  resource  in  (he  future, 
nonetheless  had  a  rational  basis,  and  was  not 
arbitfary  or  capricious." 

He  further  added:  "Both  regulators  and 
fishermen  have  an  interest  in  having 
ground  rules  established  before  any 
problem  matures.  Contrary  to  plaintiffs' 
arguments,  the  act  does  not  mandate  any 
fmding  of  necessity  before  fishery  access 
can  be  limited." 

As  of  mid-April,  there  was  no 
indication  that  the  judge's  decision  would 
be  appealed,  according  to  Tenill. 

Lorelei  Stevens 
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Fishing  communities  mourn  loss 
of  Atlantis,  Mae  Doris  crewmen 


NEW  BEDR3RD.  MA  -  The  fishing 
commanuiea  of  New  Bedford  and  Cape 
May,  NJ  were  mckai  early  m  Novembo  by 
llie  Ion  of  Iwo  vessels  with  ail  nine 
AslKniien  onboofd. 

Five  days  of  Coast  Guard  scatdiing 
yielded  no  trace  of  die  72'  New  Bedford- 
based  dragger  Atlantis  nor  of  her  five-nun 
crew.  An  extensive  Tive-day  air  and  sea 
search  turned  up  only  a  fender  with  a  line 
matching  llie  description  of  the  Cape  May 
claminer  Mae  Doris  and  her  ciew  of  four. 
Both  vessels  were  leponed  missing  on 
OcL  30.  The  Coast  Guaid  does  no«  believe 
that  weather  was  a  factor  in  eidier  case. 
Both  vessels  were  equipped  with  406 
EPIRBs.  No  signals  were  received  by  die 
Coast  Guard. 

After  covering  nearly  100,000  squ»e 
miles,  the  Coast  Guard  suspended  its  search 
for  the  Atlantis  on  Nov.  4,  leaving  the 
families  and  friends  of  the  missing  crewmen 
10  their  grieving. 

Presumed  losi  were:  Ftandsco  M. 
Barroqueiro,  32,  captain  of  the  vessel  widi 
Tive  years  experience  as  captain:  Antonio  de 
Piiiho,  46,  first  mate  and  a  seasoned 
rishciman;  Joaquim  Caseiio,  59,  deck  hand 
and  a  seasoned  fisherman:  Edgar  P.  Lobo, 
33,  engineer,  a  retired  merchant  manner 
widi  a  few  months  fishing  experience;  John 
B.  Banos,  43,  also  s  retired  meichant 
mariner  new  to  fishing. 

All  five  men  were  longtime  raidems  of 
the  New  Bedford  area  who  had  come  to  this 
country  originally  from  Portugal  or  Cape 
Verde.  Among  them  tliey  had  14  children. 
Over  700  people  crowded  into  Our  Lady 
of  Mount  Carmel  Chureh  in  New  BedfanJ 
on  Nov.  7  for  a  piayer  service  for  die  mis- 
sing men.  Saim  Ann's  Cliiach  in  GknicesKr 


also  held  a  special  mass  on  Nov.  IS. 

Tlie  Atlantis  was  owned  by  ABC  Fishing 
Corp.,  whose  principals  are  Antonio 
Pediosa,  Benjamin  Pcdrosa.  and  Cartas 
Vinagre.  Pcdrosa  said  his  last  contact  with 
the  boat  was  on  Oct  23  when  she  had  pulled 
into  Nantucket  for  refueling  and  repairs  to  a 
fresh  water  tank.  The  vessel  was  last  seen 
about  43  miles  souUieasi  of  NanuickcL 

By  die  time  the  search  was  suspended. 
Coast  Guard  vessels  and  aircraft  had 
searched  over  98.000  square  miles  from  east 
of  Provincelown  south  to  an  area  east  of  the 
Maryland  coastline.  During  the  search  a 
lighKolored  larp  or  net  was  spoued,  but 
searchers  were  unable  to  locale  it  when  diey 
relumed  to  retrieve  it. 

The  search  was  resumed  briedy  on  Nov. 
3-6  when  a  tanker  reported  spotting  an 
orange  life  ring  floating  in  the  shipping  lanes 
90  miles  south  of  Martha's  Vineyard,  but 
Coast  Guard  searchen  could  not  locate  die 
ring.  The  Coasl  GuanJ  cautioned  that  there 
was  no  evidence  diat  die  ring  or  die  tarp  had 
any  association  widi  die  missing  vessel. 

Fishermen  in  New  Bedford  speculated 
dial  die  dragger  might  have  gotten  hung 
down  and  capsized  or  been  run  down  by  a 
larger  vessel.  But.  as  of  mid-November, 
diere  was  absolutely  no  evidence  of  what 
had  happened  lo  die  Atlantis. 

Mae  Doris 

The  87  Mae  Doris  was  last  seen 
approximately  38  miles  soudieasi  of  Cape 
May.  The  feiider  which  could  have  come 
from  die  vessel  was  recovered  on  Oct  30, 
die  fust  day  of  the  seareh.  Subsequemly,  a 
life  ring  widi  die  vessel's  name  hand-written 
on  it  and  other  items  were  found  washed 
ashore  near  Tom's  Cove  on  die  Virginia/ 


Maryland  border  on  Nov.  4  or  5. 

But  diere  was  no  sign  of  die  vessel's  four 
crewmen:  Ridt  Goodwin,  vessel  operator. 
Cape  Charles,  VA;  Bill  Kane,  no  address 
available:  Richard  Layion.  Ocean  City.  MD: 
and,  Michael  Mutton,  North  Wildwood,  NJ. 

Coast  Guard-dispatched  aircraft  and 
vessels  had  covered  27.800  square  miles  | 

when  die  search  was  suspended  on  Nov.  3.^^ 
The  Mae  tXjris  is  at  least  die  third  mid-^^ 
AUantic  clam  boat  lo  sink  in  die  last  year.  I 
and  the  second  lo  go  down  with  all  hanoi.  I 
Aaording  to  the  Coasi  Guan).  the  clammerj  I 
have  been  making  short  trips  and  carrying  I 
heavy  loads.  Instability  of  die  loads  is  I 

believed  to  be  a  factor  in  die  accidents.      ^^ 

The  fact  diat  diere  was  no  EPIRB 
(emergency  position  indicating  radio 
beacon)  signal  from  either  vessel  is  raising 
concerns  among  fishemien  and  Coast  Guard 
officials.  A  Coast  Guard  spokesman  warned 
Utat  fishermen  who  mount  dieir  EPIR  Bs 
inside  the  vessel's  cabin  may  not  have  dme 
to  free  the  device  in  the  case  of  a 
catastrophic  accident  such  as  a  collision  or 
sudden  capsizing. 

A  rusty  bracket  can  also  keep  die  EPIRB 
from  fioating  free.  The  satelhies  can  only 
pick  up  and  transmit  EPIRB  signals  if  die 
unit  is  iloaiing  on  die  surface. 

Finally,  die  big  reminder  is  to  make  sure 
the  EflRB  is  armed  couecdy. 

The  70  Gkxicesierhased  swordfish 
vessel  Andrea  Gail  was  last  heard  from 
during  die  vicious  Halloween  week  ocean 
storm  last  year.  The  vessel  and  her  six-man 
crew  were  lost  The  boat's  406  EPIRB  was 
recovered,  its  switch  in  die  "ofT  position 
which  prevented  it  from  oansmitling  an 
emergoKy  sigmi. 

Lorelei  Stevens 
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Solution  to  the  'tragedy  of  the 
commons'  oFtragecly  for 
the  common  man? 

These  days.  ITQs — individual  transfer- 
able quotas —  are  likely  to  be  included  in 
the  range  of  solutions  considered  for  about 

any  ftslieries  management  problems.  fTQ 

systems —  which  typically  allocate  to  boat 

owners  a  share  of  the  resource  which  can 

then  be  fished,  or  sold  or  leased  to  another 

operation — have  been  suggested  for 

managing  the  sea  scallop  and  lobster 

fislteries. 

In  theory,  ITQs  are  afisliery  manager's 

dream  come  true.  After 

issuing  initial  allocations, 

lite  free  market  lakes  over, 

eliminating  the  need  for 
furtlier  regulation.  By 

conferring  ownership  rights 

and  responsibilities  on  a 

select  few  fisliermen.  llie 

"tragedy  of  the  commons" 
is  supposed  to  be  derailed. 
But  reality  is  rarely  as 
neat  as  theory. 

Two  years  ago  the 
United  States  put  its  first 
fTQ  system  in  place.  Tlie 
impact  It  has  lad  on  the 
surf  clam  and  ocean 
quahogfisheries  IS  stagger- 
ing: the  clam  industry  has 
beenfundameniMy 
changed  forever. 

Whether  that  change  lias  ■ 
been  good  or  bad  depends  ■  ■ 
on  who  you  are.  Some         ' 
vessel  owners  reportedly 
became  millionaires 
overnight.  Olliers  lost  llieir 
jobs  as  commercial 
fishermen,  probably 
forever.  Some  processors 
'  can  now  gel  llie  clams  iliey 
»xinl,  when  ihey  want  them, 
al  the  price  ihey  want  to 
pay.  Others  have  been  absorbed  bj 
€erporait  tiaius. 


While  surf  clam  vessels  go  about  the  business  of  landing  product,  the  consequetKes'oT  "re 
management  ol  the  fishery  continue  to  be  examined. 


MIT  Sea  Grant  Marine  Advisor 
Madeleine  Hall-Arber,  PhS>.,  has  pieced 
together  the  story  ofliow  the  TTQ  system 
has  altered  the  clam  fishery  and  tweeted 
llie  people  involved  Particularly  in  light  of 
the  National  Marine  Fisheries  Service 
ongoing  mission  to  achieve  'economic 
^iciency'  in  US  fisheries,  her  findings 
give  us  all  food  for  thouglu.  —Editor 
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b;  Madeleiae  llall-Arber 

DOVER,  DE  -  Wilh  li>e  implemewaiion 
of  Amendmenl  8  lo  the  AUaiuic  Surf  Clara 
■id  Ocean  Quahog  Fishery  Managemenl 
Pbn  on  OcL  1. 1990,  individual  iransfer- 
aUe  quotas  ([TQs)  were  instiuiied  for  the 
fira  time  in  a  federal  Hstiery  of  the  United 
Siaiei 

Often  viewed  by  fishery  managers  and 
economists  as  a  way  lo  resolve  the 
"tragedy  of  the  commons,"  some  fishermen 
and  small  businessmen  are  now  wondering 
if  ITQs  might,  in  fxu  constitute  a  tragedy 
for  the  common  man. 

By  all  accounts,  the  fTQ  system  has 
wcceeded  in  its  objective  of  "rationalizing 
the  fishery"  by  reducing  the  number  of 
boats  and  people  woildng  lo  harvest  the 
itsource. 

Consequently,  the  ITQ  system  has  also 
resulted  in  a  number  of  small  fums  losing 
their  niche  in  the  clam  industry  and  has  had 
major  effects  on  clam  boat  crewmea 

"Many  former  clammers  have  been 
forced  out  of  the  fisliery ;  many  olliers  arc 
woiicing  longer  hours  for  less  money;  and 
many  clammers  said  lliat  they  are  working 
in  worse  weather  than  they  worked  under 
the  old  system,"  wrote  anthropologists 
Bonnie  McCay  and  Carolyn  Creed  in  their 
July  1992  project  progress  report  "Social 
Impacts  of  ITQs  in  the  Sea  Clam  Fislieries' 
for  the  New  Jersey  Sea  Grant  Program. 

Dave  Wallace,  a  Salisbury,  MD-based 
fisheries  business  consultant,  worked  for 

clam  giant  American  Original,  a  harvesting 
and  processing  company,  ui  the  *70s  and 
early  '80s  aixl  was  involved  when  the 
original  managemem  plan  was  being 
developed. 

fTQs,  he  says,  are  instituted  as  a  way  lo 
reduce  numbers  when  there  are  loo  many 
participants  in  a  fishery. 

"The  nature  of  the  beast  is  that  no  one  is 
alkxated  enough  lo  support  liiemselves," 
he  said.  "Vessel  owners  without  enough 
quota  to  support  themselves  (and  without 
enough  fuiaiKing  to  purchase  additional 
allocation)  have  tiie  option  to  sell  their 
vessels  and  lease  iJieir  alkxalioiis,  or  sell 
boUi  and  retire  or  knk  for  work  in  anodier 
industry.  The  wealiJiy  Like  out  the  less 
wealthy,  but  il  ii  protaMy  bcuerlhan  jusi 
foing  broke." 


Common  resource 

Managen  have  cited  the  dam  fishery  as 
an  example  of  the  "tragedy  of  the  com- 
mons," which  refers  to  the  idea  that  when 
enough  people  have  unlimited  access  10 1  . 
renewable  lesotiice.  ihey  will  rtdn  it 
through  overexploilatioit 

As  one  fishoman  put  it.  "I'm  going  lo 
fish  as  hard  as  I  can  today  because  if  I 
don't,  someone  else  will." 

The  tragedy  is  that  there  is  no  guarantee 
(hat  a  fisherman  who  conserves  the 
common  resource  will  benefit  since  he  has 
no  control  over  the  harvest  activity  of  other 
fishermen.  BuUtheiheory  goes,  if  access 
is  controlled  through  government  or  private 
ownership,  the  remaining  users  will  benefit 

from  tlieir  conservation  ellorts  and  so  will 
not  overexploit  the  resource. 

A  further  elaboration  on  the  concept 
of  the  "tragedy  of  die  commons"  is  that 
the  race  to  harvest  the  common  resource 
leads  to  overcapiialiration.  Economists 
disapprove  of  overcapitalization  because 
it  ties  up  capital  (money)  in  equipmem 
that  is  idle  for  long  periods  of  lime, 
capital  Uiat  could  be  used  in  more 
productive  ways.  Economists  view  this 

as  contrary  to  the  puDiic  good. 

Economists  believe  Uiat  "increasing  die 
rent  from  the  fishery"  or  "rationalizing  the 
fisliery"  (i.e.,  deriving  "benefit ")  is  in  the 
best  interest  of  die  nation.  Positive  aspects 
economists  associate  widi  rationalizing  tiie 
fishery  include  achieving:  die  least  cost  lo 
catch  fish,  die  least  lied-up  capital,  and  die 
kjwest  cost  to  consumen. 

However,  experience  has  shown 
fisheries  managers  dial  simply  limiting  die 
numbers  of  participants  (i.e..  limiting  entry 
through  moraioriums)  is  not  sufficient  to 
reduce  overfishing  and  overcapiializauon. 


Vessel  consolldaOon 

The  Adamic  Surf  Clam  and  Ocean 
Quahog  Fishery  Management  Plan  (FMP) 
was  inilialiy  approved  in  1977.  Over  rime, 
it  established  a  moratorium  lo  limit  entry. 
set  annual  quotas,  and  limited  the  amount 
of  time  vessels  could  fish. 

Tbcse  measures,  however,  did  not  lead 
10  reducing  die  size  of  ihe  Reel:  since 
fishing  time  cotild  not  be  combined  on  raie 
vessel,  die  only  way  a  firm  could  mcnax 
its  catch  was  lo  inaease  die  efficiency  of 
its  vessel  or  buy  additional  vessels. 

There  was,  however,  a  consolidation  of 
ownership.  Acconlinglo  Creed,  in  1979, 
89  firms  each  owned  one  vessel  and  23 
owned  two  to  four.  By  1988  diere  were 
133  acuve  vessels  in  die  Mid-Adanuc  surf 
clam  fishery  ( 160  in  the  combined  surf 
clant/quahog  fieet),  widi  4 1  firms  owning 
one  vessel,  10  firms  owning  two  lo  dnee, 
and  duee  firms  owning  10  or  more. 

Today,  diere  are  70  vessels  left  in  die 
industry:  more.  Creed  said,  dian  she  would 
have  predicted  by  now.  She  has  not  yet 
analyzed  how  diese  are  distributed  among 
firms. 

Since  die  original  FMP  did  not  effec- 
tively regulate  catching  power  or  elfi- 
ciency,  fisheimen  could  and  did  enhance 
carrying  capacity  and  die  speed  widi  which 
diey  caught  clams.  As  vessel  size  and  llie 
catching  speed  increased,  the  number  of 
hours  of  allowable  fisliing 
time  was  reduced  to  ensure 
dial  landings  did  not 
exceed  die  annual  quota. 

In  1979  each  vessel  was 
allocated  1,440  hours  nf 
fishing  umc  during  the 
year.  By  1987  each  vessel 
was  allowed  only  25  six- 
hour  fishing  trips  annwilly 
(ISO hours  iiTial).  ByUiis 
ume  over  half  die  (leel  was 
ctjniposed  of  vessels  ovf  r 
100  gross  tonnage  and  fleet 
etficiency  had  grown 
tfcniendously. 

Iheneel'scatch-per- 
unimf-effort(CPUE) 
jumped  from  26  bushels  iif 
clams  |rr  hoar  in  /970|o 
IWhBfcrfe  per  hour  in 
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1987.  Besides  improved 
elficlency.  improved 
abundance  or  clam  stocks 
coniribuled  to  die  surge  in 
CPUE. 

The  manageineiK  plan 
was  widely  criliciz^ 
because  of  "severe 
overcapiia/izau'on  and  high 
enrorcenicm  cosls."  Creed 
noied.  A  l986Na(ionaJ 
Marine  Frsheries  Service 
(NMFS)  Task  Force  report  indicaied  dial 
die  efTiciency  of  die  Heel  was  so  high  dial 
die  enlirc  annual  Mid-AdamJc  surf  clam 
quoia  could  be  caught  by  oniy  six  vessels  ■ 
working  year-round. 

However.  Elmer  Widersotim  of  Cape 
May,  NJ,  a  rormer  clammer  who  ran 
several  boats  as  a  hired  captain,  maintains 
(hat  99%  of  die  clainmers  were  "doing 
fine."  He  sugge.tied  diat  "greed"  motivated 
die  passage  of  Amendment  8  and  dial  it 
was  good  for  only  a  handful  of  people. 

The  bigger  die  person,  the  beiler  Uiey 
cameouL  Eliminating  all  dicse  boats 
eliminates  jobs,"  Widersirom  said.  "The 
lilde  person  got  squeezed  out.  didn't  gel 
enough  allocation  to  be  able  lo  continue. 
It's  not  die  American  way." 

■  Unsolved  problems 

Mamgas  hoped  lo  fix  a  number  of 
problems  widi  the  surf  clam  and  ocean 
quahog  fishery  which  were  raised  as  die 
reasons  for  Amendment  8. 

While  ITQs  did  lead  to  die  consolida- 
tion of  vessels  in  die  fishery,  some  of  die 
problems  intended  to  be  solved  still 
persist  And.  some  problems  in  the 
fishery  were  addressed  widiout  ITQs. 

For  example,  economists  suggest  dial 
ITQs  create  a  market  for  access  rights 
and  generate  "resource  rent,"  dius 
providing  more  beneTits  for  die  public 
good. 

But.  in  fact,  die  market  for  access 
rights  was  evident  before  ITQs  were 

See  CLAM  ITQS,  next  page 
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iiiipleiiieiiled.  due  lo  die  moraioriuiii  on 
new  pctiiiils.  In  1984.  die  Mid-Allantic 
surf  clam  permit  was  wordi  an  average  of 
$130,000.  By  1988.  die  permit  added 
$200.000 10  die  cost  of  die  boat,  vessel 
owners  told  Creed. 

Since  caidiing  power  was  attached  to 
vessels,  consolidation  of  die  fleet  did  not 
occur  prior  lo  the  ITQ  system,  but  consoli- 
dation of  numbers  of  crewnicmbcrs  did. 
People  who  owned  more  dian  one  ve.s,sel 
were  able  to  ate  Uic  same  crew  on  several 
because  vessels  were  allowed  lo  work  only 
for  short  periods. 

Safety  was  cited  as  anodier  reason  for 
developing  a  different  nianagciiiciit 
scheme.  Since  vessels  were  only  allowed 
lo  Osh  for  slKJrt  periods  of  lime,  diey  often 
sailal  in  bad  weallier  and  occasionally 
overloaded  dieir  boats,  leading  lo  loss  of 
life.  Weallier-iclatcd  problems  were 
rctolved  wlicn  NMFS  cliaiigcd  the  rules  lo 
allow  clamiiiers  lo  fax  in  a  cancellation 
and  reschctlule  llieir  lost  time. 

But  even  wiili  ITQs  the  safety  problem 
.Mill  exists.  Now  processing  plants,  based 
on  llieir  production  and  market  dcinands, 
dictate  wlien  llie  boats  fish,  according  lo 
rcscaich  conducted  by  Ken  Bcal  of  NMFS. 
Boats  are  forced  lo  lisli  in  bad  wcadier  lo 
maintain  dicir  link  widi  die  processor  who 
holds  die  allocation. 

Higli  eiiforcenicnl  cost  was  anodier 
reason  ciied  for  revising  die  FMP.  How- 
ever, enforcement  is  still  a  problem. 
Recently  NMFS  moved  lo  iiiiplciiient 
regulations  10  ni.Tke  it  more  difficult  for 
cLninnicrs  lo  fal.<!cly  claim  dieir  catch  came 
from  state  waters,  where  dieie  is  no 
allocation,  a  practice  that  liad  reiwrtedly 
become  common  among  some  vessels. 

Tlie  time  NMFS  must  spend  in  Uackmg 
landings  and  11 Q  leases  and  sales  is  a  cost 
10  die  nation.  Tlie  NMFS  regional  direclor 
must  approve  all  uaiisfen  of  11 Q  alloca- 


Coniinuedfrom  pre  nous  page 


lions,  typically  SO  per  moiilh.  according  lo 
NMFS'  Itannali  Goodale. 

Jobs  lost,  shares  cut 

Andin>|iologisLs  McCay  and  Creed  are 
still  atsessing  die  social  impacts  of  11  Qs  in 
die  sea  clam  iislierics.  Of  tJie  76  men  diey 
liave  interviewed,  27  (33%)  are  no  loiiga 
working  on  clam  vessels. 

Despite  everyone's  elfortx  lo  remain  in 
nsliiiig,  only  six  of  diese  27  are  still  cnm- 
meicial  nslieniicn.  Ten  have  found  jobs 
a^liore.  five  .ire  unctniiloycd,  and  dure  are 
retired.  Peiliaps  die  liaidcst  hit  were  die 
hired  caiNains  who  lost  dieir  jobs  when  die 
lleci  was  consotidaiod. 

llie  .sliate  system  Ikw  evidently  been 
undergoing  revision  .since  die  introduction  i>f 
ITQ.s.  In  dieir  interviews.  McCay  and  Creed 
found  dial  "wlien  ves,scl  owners  began 
leasing  and  buying  II Q  allocation,  diey 
passed  diesc  costs  on  lo  dicir  crewnicn." 

For  example,  a  clam  alliicatiai  is  leased 
at  a  cost  of  $4  a  liusliel.  Tlie  niaiket  pays  $8 
a  buslicl  for  die  liarvesicd  pmducl.  But  die 
ves.«l  owners  pay  sliares  only  on  $4  per 
bo.sliel.  so  die  oo.st  of  die  allocation  lias  been 
sliared  by  die  aew.  A  few  ve,s.«el  owners 
al.so  reduced  die  .sliare  on  die  clams  caughl 
widi  dieir  original  ITQ  allocaiion.  which  liad 
been  awarded  by  NMFS  al  no  cost  lo  die 
vessel  owner. 

Odief  vessel  owners  wlw  liave  not  yet 
clsuiged  dieir  crew's  .sliare  leponed  dim  dicy 
may  have  lo  do  .so  in  die  near  future  in  order 
lo  be  able  lo  sell  dieir  clams  at  prices 
conipcUuve  widi  die  owners  wIkj  liave 
lowered  dieir  crew's  sliare. 

One  large  Ilea  owner  now  pays  die  iwiiie 
price  per  husliel  for  caicliing  surf  clams  ($8) 
as  lor  catching  ocean  qualiogs  ($3.75) 
despite  die  major  dilleience  in  ex-vessel 
prices  between  die  two.  Tlmiigh  cnptains 
and  crew  fMid  diis  change  objectionable,  diey 
reportedly  dare  not  complain  because  so 
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many  roniier  clnimners  ire  looking  Cot  work 
dial  Uiey  could  be  easily  replaced. 

Ken  Beal  repotted  lliai  one  owner  of 
several  vessels  indicated  iliat  crewmen  are 
canting  alxwt  I20.UX)  less  lliaii  before 
Aniendnieni  8  was  iiiiplemcnied.  In 
atklilion,  he  Ibutid  dial  some  boats  liave  cm 
crew  size  frwn  five  to  diree,  so  aews  are 
working  harder  while  earning  less. 

Owner  reactions 

In  dieir  survey  of  vessel  owners.  Creed 
and  McCay  found  dicre  were  dirce  main 
categories  of  reactions  to  die  inipicnientalion 
of  ITQs.  Tliose  in  die  first  category  feel  die 
sysieni  allowed  diem  to  make  better  husinea 
decisions  and  gave  diem  more  control. 
Tliose  in  die  sccoikI  category  Ixriieve  die 
regulations  have  created  an  artificial 
business  environment  with  die  cost  of 
business  now  being  die  cost  of  buying  and/or 
leasing  ITQs.  Tliose  in  llie  third  category 
feel  tlic  system  lias  Inin  dieni,  creating 
cotidilinns  dial  will  force  diein  to  sell  ouL 

Owners  comfortable  widi  die  ITQ  system 
eJipcct  to  remain  in  die  fislicry  in  a  suoiig 
|X)silioii.  along  widi  tlic  odicrs  wlm  arc  die 
"best  of  diosc  wlio  built  die  fislicry."  or  dicy 
ex|icct  10  be  able  to  sell  out  for  a  high  profit 
lliosc  in  die  second  category  suggest  dial 
die  ITQ  system  has  created  a  market  for  die 
right  (o  fish  and  will  dicrefore  attract 
S|ieculaior5  with  no  coinniitniem  to  die 
fislicry.  In  addition,  diey  complain  about  die 
dislocation  of  CTCwmeii  and  support  service 
personnel. 

Some  of  diese  vcs.sel  owners  say  die  idea 
diat  riQs  benefit  die  public  good  by 
reducing  overcapitali7ation  is  absurd.  Tliey 
point  out  diat  money  tied  up  in  debt  for  IITJ 
allocauon  is  no  freer  for  productive  purposes 
dun  money  tied  up  in  vessels. 

Hie  diirid  category  consists  primarily  of 
smaller  vessel  owners  who  feel  dial  die  ITQ 
systan  requires  large  amounts  of  capital  to 
remain  competitive  in  die  fisliery.  Some  of 
diese  are  also  irapjied  in  die  fisliery  because 
die  glut  on  die  market  for  fishing  vessels  due 
to  fleet  consolidation  precludes  die  sale  of 
dieir  vessels.   •  • 

An  Sff  vessel  widi  a  JIO()/X)0  mortgage 
fisliing  widi  two  crewiiienibers  along  widi 
die  caixain  probably  needs  an  allocation  of 
30.0()(»busliels  to  survive,  according  lo  . 
foniier  surf  clairaiicr  Ed  Watson  of 
Dcniiisville.NJ. 

Walson  said  dial  widi  his  history  of 


stocking  24,000  bicdiels.  lie  expocleil  lo 
receive  18.000  biisliels  uiMler  die  original 
allocation  limnuln.  on  aniount  he  dioiight  lie 
could  live  widi.  But  when  nil  the  manipula- 
tions were  done,  lie  ended  up  with  I4.0UU 
busliels. 

Tlie  reduction  was  more  dian  t  dnughl 
was  fair,"  he  said. 

Watson  now  leases  his  allocation  and  lias 
learned  a  new  i/ade  outside  of  fishing,  but 
said  lie's  "riding  a  guilt  trip"  because  he's 
receiving  more  money  from  leasing  his 
allocation  dian  he  would  if  lie  were  running 
his  boat 

Vessel  owners  agree  dial  eventually  diere 
will  be  fewer  processing  firms  and  fewer 
inde()endenl  fishing  vexxei  fimis.  Tlio$e 
wlio  survive  will  be  die  large  finns  and  (hose 
widi  large  quotas.  Some  believe  only  die 
vertically-iiitegraled  iirocessois  will  survive 
aiKl  some  liclieve  dial  the  consumer  will 
benefit  widi  a  better  clam  producL 

Tracking  impacts 

Hie  surf  clam/ocean  qualiog  HQ  system 
is  still  new.  Tlie  industry  lias  probably  not 
settled  into  a  configuration  lliat  will  last  for 
any  lengdi  of  time.  Eventually  managers 
will  have  to  analyze  ITQs  from  a  wide  range 
ofpers|)ectives. 

In  determining  if  die  most  benefit  for 
public  good  lias  been  obtained  from  die 
fisliery,  resc-uchers  will  liave  to  include  die 
monetary  and  non-monetary  considerations 
to  crew,  captains,  captain-owners,  vessel- 
owners,  processors,  supixjri  (icrsonncl,  and 
families  in  tlie  fisliery,  and  fi.sliing  commuiii- 
Ues,  as  well  as  enforcement  costs  and  costs 
associated  widi  implemeniaiion  and  tracking 
(NMFS  services),  etc. 

To  some  vessel  owners  and  processors. 
d>e  ITQ  system  seems  to  be  an  ini|trovc- 
menl.  affording  greater  prediclabiliiy  and 
control.  A  few  vessel  owners  feel  dial  die 
system  has  had  li 'lie  effeci  on  dieir  busi- 
nesses. 

But  die  costs  of  die  program  seem  high  to 
many  crewmen  and  some  vessel  owners,  in 
terms  of  bodi  economics  and  social  impacts. 

Iliose  in  die  fishing  industry  in  die  T 

United  States  aiKl  aroiiml  die  world.  NMFS, 
economists,  and  academicians  are  all 
watching  die  surf  clam  indusuy  to  see  if  die 
ITQ  system  is  die  sohiiion  to  die  "Iragfdy  of 
die  commons "  or  a  new  tragedy  in  die 
making. 

Madeleine  Hall-A/ber 
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Who  owns  the  clam 
resource  allocations? 
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GLOUCESTER,  MA  -  While  Die  ITQ 
iyatm  Tor  siuf  clams  and  ocean  quahogs 
confen  a  forni  of  resource  ownership  on 
Ihose  people  holding  aJlocation,  nguhng  oul 
who  eucUy  owns  how  much  of  thai 
resource  is  no  easy  laslc. 

For  I9?2  ihe  surf  clam  quoia  is  2.850.000 
bushels  and  the  quahog  quota  is  S  JOO.OOO 
bushels.  Raiher  than  an  aciuaJ  number  of 
bushels.  ITQ  holders  own  a  percentage  of 
(he  annual  quota.  The  initial  percentage 
allocations  were  issued  to  vessels  owners 
based  mainly  on  807o  of  an  adjusted  iwc* 
year  vessel  catch  history  modified  by  a  20% 
"cost  factor"  (vessel  length  x  width  i  depth). 

Once  allocated,  however,  quota  shares 
were  no  longer  attached  to  a  vessel.  They 
could  be  sold,  traded,  or  Icised  if  the  owner 
did  not  wish  to  use  them.  There  is  no  limit 
on  the  number  of  ITQs  one  can  own  or  lease. 

Currently,  there  are  1 12  owners  of  surf 
clam  quota  and  78  owners  of  quahog  quota, 
according  toMylesRaizinofthe  Nauonal 
Marine  Fishenes  Service  (NMFS)  in 
Gloucester,  which  tracks  all  quota  transfers. 

Who  owns  the  quota  is  public 
infotmaiion.  but  because  owners  lend  to 
aeaie  a  new  firm  for  each  vessel,  it  is  very 
difficult  to  determine  how  many  vessels 
actually  belong  to  a  single  individual  or 
cccnpany. 

Another  factor  which  makes  tracking  of 
sales  and  leases  confusing  is  that  some 
allocations  arc  held  by  banks  in  onkr  to 
permit  buyers  to  purchase  allocations  over  a 
long  tenn.  Bob  Ross  of  the  NMFS  Fisheries 
Analysis  Division  found  thai  leasing  is 
manipulated  among  owners  and  pixKcsson 
for  tax  purposes,  funhei  disguising  true 
t^vnerjhip  or  control 

NMFS  "does  not  pierce  the  corporate 
veil,'  observed  Joel  Mac  Donald,  an  aliomey 
with  the  National  Oceanic  and  Atmospheric 
Administration.  "As  long  as  the  official 

buyer  conforms  to  regulations,  there  is  no 
problem." 

The  largest  quantities  of  quota  are 
cunently  owned  or  controlled  by  Borden 
Inc.,  an  American  company  headquartered  in 
Columbus.  OR  Snow  Food  Pirxlucls. 
producer  of  the  popular  Snow's  canned  clam 
chowder,  is  a  Borden  subsidiary.  Borden, 
which  bought  out  American  Original  shortly 
after  Amendment  8  was  implemented, 
reponedly  controls  about  40%  of  the  ocean 
quahog  allocation  and  25%- 30%  of  the  surf 
clam  allocatioa 


Reportedly,  some  of  tlie  allocation  that  in 
NMFS'  records  appears  under  the  ownership 
of  National  Westminster  Bank,  a  British 
Bank  which  holds  the  mongage  on  the 
Amencan  Original  purchase,  is  actually 
under  Borden 's  control. 

Sea  Watch  International,  a  wholly  owned 
subsidiary  of  a  Nicherei.  a  Japanese 
company  with  other  seafood  interests  on  the 
West  Coast  and  Alaska,  is  rumored  to  have 
recenUy  bought  150.000  bushels  worth  of 
surf  clams  allocation,  for  an  estimated  $2-J3 
million.  This  would  appear  to  place  Sea 
Watch  as  the  fourth  largest  owner  of 

allocation,  although,  again,  it  is  dilTicult  to 
lelL 

Not  surprisingly,  other  major  owners  or 
controllers  of  allocation  reportedly  include 
two  other  food  company  giants.  General  ' 

Mills  and  Campbell  Soup  Co.  Campbell  has 
exclusive  agreements  with  J.  H.  Miles  and 
Blount  Seafood  Corp.  which  own  vessels 
and  allocation. 

There  ate  almost  no  independent,  single 
vessel  owners  left  in  the  industry. 

Uttle  guy  loses 

Amendment  8  was  implemented  in 
October  1990.  FFQ  trading  began  in  earnest 
in  April  1991  after  a  federal  court  rejected 
two  lawsuits  filed  by  processors  and  vessels 

owners  to  sup  implementation  of  the 
amendmenL 

By  December  1991.  ITQ  prices  were 
about  2.5  limes  the  ex-vessel  price  of 
clams,  researcher  Carolyn  Creed  reported, 
although  people  in  the  industry  had 
expected  this  to  rise  to  about  4.5  umes  the 
price. 

At  the  time,  surf  clam  ITQs  were  worth 
about  $17  a  bushel,  and  quahog  ITQs 
about  $5-$6.  according  to  Creed. 
CurrenUy.  fisheries  business  consultant 
Dave  Wallace  estimates  that  surf  clam 
ITQs  are  worth  about  $25.  quahogs  $6-$7. 

A  number  of  early  observers,  such  as 
Wallace  and  Creed,  predicted  that  PTQ 
buyers  would  be  companies  with  money 
from  sources  other  than  the  fishery.  A 
likely  result  would  be  the  consolidation  of 
ITQ  owners  and  processing  companies. 
Indeed,  this  prophecy  is  being  fulfilled. 
As  Paul  Carr.  business  manager  for 
Guifford  Associates  in  Atlantic  City.  NJ,  a 
one-time  owner  of  20  clam  vessels  and 
current  owner  of  one  active  clam  vessel, 
poinied  out,  "It  is  the  large  corporations 
who  have  the  wherewithal  to  play." 
The  m^  problem  for  snuJJ  finns  is 


«nd  NMFS  does  not  allow  i,  Jbe  u.cd  as 
collate^for  loans.  Large  corporaonns 
doni,«ed,on=lyoniheirallocationMn 

Some  of  the  large  corporations  do  f  in.inc 
v«sel  owners  or  arrange  for  their  bank,  ,o 
provide  loans  for  allocauon  purchase  in 
exchange  for  exclusive  marketing 
agreements,  according  u,  former  clam 
fisheiman  Ed  Watson. 

Vessel  allocations,  issued  only  lo  work  in 
vMsels.  might  have  afforded  the  indepcndcn 
lishermen  greater  opportunities,  such  as 
making  „  possible  to  set  up  joint  ventures 
wim  the  major  corporations. 

wo^'Z r  '^''  ''^  ""'J'^  corporations 
would  aciupJIy  want  to  take  on  the  risk  nf 
VKse  ownership.  Wallace  said.  By  ow,i,„n 

supply  through  contracting  out  with  vessels 

and  never  incur  the  nsk  associaied  with 
ninnmg  ve,>sels. 

"Clams."  Wallace  said,  "are  just  an 
ingredient  to  many  of  these  food 
companies." 

Madeleine  HaJI-Arbcr 
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A  4  FRIDAY.  FEBRUARY  12.  1993 


Borden  clmrged  with  rigging 
milk  bidsJoj)ublic  institutions 


WASHINGTON  (AP)  -  The  Jus- 
-tlc^'DepahiTrenl  charged  Borden 
'inc.,  one  o(  the  nation's  largest  milk 
supplier*,  and  another  dairy  compa- 
ny yesterday  with  rigging  Wds  In 
milk  sales  to  schools  aod  other  pub- 
lic Institutions. 

Justice  Depsrtment  spokeswom- 
an Gina  Talamona  said  the  charges 
were  not  directly  related  but  were 
part  of  the  department's  nationwide 
crackdown  on  Wd-rlgging  In  sales  of 
dairy  producU  to  public  Institutions. 
"We  estimate  that  the  cost  to  con- 
sumers could  be  In  the  hundreds  of 
millions  of  dollars."  ."aid  Talamona. 
"Us  been  a  widespread  Investiga- 


tion, crossing  many  states." 

So  far,  37  corporations  and  41 
people  have  been  convicted,  and 
fines  of  $35  million  and  dvil  dam- 
ages of  more  than  S7  million  have 
been  Imposed,  the  department  said. 
The  milk  Industry  Is  still  bHng  In- 
vestigated by  .34  grand  Juries  la  23 
states. 

Borden  Inc  of  New  York  was  ac- 
cused In  federal  court  In  Dallas  of 
five  letony  charges  stemming  from 
five  separate  alleged  conspiracies 
Involving  milk  sold  to  some  public 
school  districts  and  public  hospitals 
around  Texas,  plus  Reese  Air  Force 
Base  and  Texas  Tech  University. 


Bids 

on  milk 

contracts 

rigged 


■  Executives  of  several 
companies  have  pleaded 
guilty  to  conspiracy  in 
supplying  schools  and 
military  installations. 

ntNnYorkTIma 

Federal  and  state  investigators 
have  found  evidence  that  companies 
'  hi  at  least  20  states  have  conspired 

—  sometimes  for  decades  —  to  rig 
Mds  00  milk  products  sokl  to  schools 
and  military  bases. 

So  far,  48  people  and  43  compa- 
nies —  Including  such  Industry  gi- 
ants as  Borden.  Pet  and  Dean  Foods 

—  have  been  convicted  or  have 
pleaded  guilty  to  federal  criminal 
charges  of  price-fixing  and  bid-rig- 
ging. At  least  $91.4  miilion  In  crimi- 
nal fines  and  dvil  damages  has  been 
levied,  and  two  dozen  people  have 
been  sentenced  to  prison. 


The  cases  follow  a  common  pat- 
tern: Top  regional  executives  ar- 
ranged, usually  by  telephone  but 
sometimes  at  gatherings  at  local  res- 
taurants, to  dlwy  up  the  local  milk 
business  by  dedding  in  advance 
who  would  submit  the  "low  bid"  for 
each  school  district  and  military 
base  in  their  region. 

As  a  result,  students  and  military 
personnel,  and  the  taxpayers  who 
subsidize  their  meals,  have  overpaid 
for  milk  and  ice  cream,  while  dairy 
companies  have  reaped  millions  of 
dollars  of  artifldally  inflated  profits. 
In  a  typical  case,  a  federal  prosecu- 
tor In  Florida  said  the  Md-rigging 
had  raised  milk  prices  by  14 
percent. 

At  least  32  federal  grand  Juries 
are  Involved  In  the  Investigation, 
which  grew  out  of  state  investiga- 
tions that  started  in  the  late  1980s. 

"We've  looked  at  other  industries 
in  the  past,  but  we  haven't  uncov- 
ered anything  Uke  this,"  said  Joseph 
H.  Widmar,  dlrecun-  of  operadoos 
for  the  Justice  Department's  aotl- 
tnistdlvialoo. 

More  inveidgatioBi  under  way 

Widmar  said  the  Investigationa 
wouM  last  at  least  another  year. 
with  more  prosecutions  expected. 


Among  the  nation's  largest  dair- 
ies, Flav-O-Rich,  based  In  LouisviUe, 
Ky,  and  six  of  Its  executives  have 
pleaded  guilty  in  seven  sutes.  Bor- 
den. Its  Meadow  Gold  subsidiary, 
and  nine  Borden  and  Meadow  Gold 
executives  have  admitted  rigging 
Mds  lo  six  sutes.  Pet.  based  in  St. 
Loula,  and  the  Und-O-Sun  dairy 
unit  of  FInevest  Foods  In  Green- 
wich, Conn.,  which  purchased  Pet's 
dairy  business  in  1985,  have  pleaded 
guilty  lo  five  sutes;  seven  execu- 
tives who  worked  for  Pet  and  Land- 
OSun  have  also  pleaded  guilty. 

Southland  Corp.  and  several  top 
executives  of  Its  former  Veld* 
Farms  dairy  unit,  along  with  two 
subsidiaries  of  Dean  Foods,  have 
pleaded  guilty  to  rigging  bids  la 
Florida.  And  dozens  of  smaller  r»- 
gjooal  dairies  across  the  South, 
akmg  with  their  tof  ezecutlvea, 
have  also  pleaded  guilty. 

Speaking  for  the  dairy  Industry, 
E.  Unwood  Tipton,  president  of  the 
Milk  Industry  Foundadoa,  said  be 
believed  the  Industry's  local  prt>b- 
lems  had  been  exaggerated  by  the 
"spotlight"  of  the  federal  prosecu- 
ttons  and  sute  dvil  suits.  "When 
there  are  enormous  Investigatory 
powers  directed  at  you.  It  k)oks  Uke 
a  mor>  abnormal  sltuattan  tiMD  It 
probably  la,"  Tipton  aM. 
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TESTIMONY  OF  SHARI  GROSS 

HALIBUT  ASSOCIATION  OF  NORTH  AMERICA 

BEFORE  THE 

HOUSE  SUBCOMMITTEE  ON  FISHERIES  MANAGEMENT 

FEBRUARY  9,  1994 


Thank  you,  Mr.  Chairman.   I  am  Shari  Gross  and  I  am 
testifying  today  on  behalf  of  the  Halibut  Association  of  North 
America  (HANA),  a  trade  association  of  virtually  all  halibut 
processors  in  Alaska,  Washington,  Oregon  and  British  Columbia. 
HANA  generically  marketed  halibut  for  forty  years  until  five 
years  ago  when  it  realized  that  without  advocates  for  conserving 
the  resource  there  wouldn't  be  halibut  to  market.  It  amended  its 
bylaws  and  has  redirected  its  focus  to  management  issues  ever 
since . 

I  appreciate  the  opportunity  to  testify  today  on 
reauthorization  of  the  Magnuson  Fishery  Conservation  and 
Management  Act  (the  Magnuson  Act)  and  particularly,  Individual 
Transferable  Quotas  (ITQs).   My  comments  today  reflect  not  only 
the  views  of  HANA,  but  also  my  30  years  in  the  fishing  industry. 

During  the  long  debate  before  the  North  Pacific  Fishery 
Management  Council  over  halibut  ITQs,  HANA  mainly  focused  on  the 
monitoring  and  enforcement  aspects  of  the  plan  and  its  funding 
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and  regulatory  details  because  those  are  the  components  most 
critical  to  ensuring  that  this  nation  will  enjoy  its  fishery 
resources  in  perpetuity.  Unfortunately,  they  are  also  the 
components  most  easily  and  frequently  simplified.  I  want  to  turn 
your  attention  to  them  today. 

By  all  accounts,  ITQ  systems  open  the  door  to  overfishing,  high- 
grading  and  other  forms  of  cheating  and  without  a  tight  and 
necessarily  costly  enforcement  program,  the  resource  is  put  at 
risk.  Imagine,  for  example,  the  difference  between  monitoring  the 
halibut  fleet  for  violations  under  today's  system  of  two  short 
openings  and,  next  year,  when  the  ITQ  program  begins  and  we  will 
have  9000  vessels  spread  over  a  34,000-mile  coastline  for  nine  . 
months . 

Given  the  competition  for  government  appropriations,  it 
stands  to  reason  that  if  Congress  elects  to  include  provisions 
for  ITQs  in  the  Magnuson  Act,  it  must  also  provide  for 
appropriately  high  and  sustainable  funding  sources.  Unless  the 
two  are  addressed  in  tandem,  we  will  certainly  end  up  the 
beneficiaries  of  a  complex  out-of-control  program  and  a  resource 
in  jeopardy. 

Throughout  the  halibut  debate,  HANA  believed  that  the 
National  Marine  Fishery  Service's  zeal  for  an  ITQ  system  drove 
them  to  design  regs  to  fit  a  limited  budget.   Without  question. 
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this  is  no  way  to  protect  the  fishery  and  it  is  only  a  matter  of 
time  before  we  lose  it. 

If  we  are  to  have  ITQ  programs  they  must  be  tailored  to 
offer  the  most  protection,  not  to  fit  funding  sources.   And  they 
also  must  benefit  from  access  to  the  best  information  available 
about  failures  and  successes  elsewhere.   We  wondered  why  NMFS 
systematically  denied  us  the  advantage  of  learning  from  their  own 
evaluations  of  the  surf-clam  ITQ  program  and  why  a  national  task 
force  was  at  work  developing  a  model  program  at  the  very  moment 
when  the  North  Pacific  Fishery  Management  Council  was  considering 
the  largest  and  most  complex  plan  in  the  world. 

We  remain  concerned  that  the  monitoring  and  enforcement 
components  of  the  plan  are  bare-bones  and  simplistic.   And,  as 
evidenced  last  week  at  the  International  Pacific  Halibut 
Commission  meeting,  the  Canadians  are  deeply  troubled,  also. 

While  HANA  is  all  for  finding  economies  in  government 
programs,  we  believe  there  is  no  way  an  ITQ  program  can  be  done 
"on  the  cheap".   The  disparity  between  British  Columbia's 
carefully  planned  and  implemented  halibut  ITQ  program  —  its 
costs,  its  ability  to  assess  industry,  and  its  100  percent 
coverage  —  and  our  own  program  is  too  great  to  disregard. 

We  are  hopeful  that  with  Rollie  Schmitten  at  the  helm  now. 
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the  National  Marine  Fishery  Service  will  work  openly  and  honestly 
with  the  industry  and  Congress  to  design  the  best  management 
programs  for  our  fisheries.   And  if  ITQs  are  the  chosen  method, 
everyone  must  understand  that  they  are  the  Cadillacs  of  fishery 
management  programs  and  ask  whether  we  can  really  afford  them 
over  other  alternatives. 

As  processors,  HANA's  members  know  full  well  that  their 
bottomline  remains  conservation  of  the  renewable  fishery 
resources.   We  hope  you  share  our  concerns  and  will  consider  them 
during  your  deliberations.  Thank  you. 
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Thank  you,  Mr.  Chairman.  I  appreciate  the  Invitation  to 
appear  before  the  Fisheries  Management  Subcommittee  to  discuss  the 
issue  of  Individual  Transferable  Quotas  (ITQs).  I  am  Bill  Orr,  and 
I  am  the  Chief  Operating  Officer  of  Golden  Age  Fisheries. 

Golden  Age  Fisheries  owns  and  operates  five  small  to  medium- 
sized  factory  trawlers  ranging  from  104  feet  to  200  feet  in  length, 
and  is  a  partner  in,  and  manager  of,  a  salmon  processing  facility 
on  the  Kuskokwim  River  in  western  Alaska.  Golden  Age  Fisheries  has 
also  spent  the  past  three  years  developing  new  product  forms  for 
the  underutilized  pink  salmon  resource.  We  employ  about  450 
employees  on  a  full-time  and  seasonal  basis. 

Factory  trawlers  harvest  only  groundfish  using  trawl  nets, 
then  process,  package  and  store  the  catch  onboard.  Golden  Age 
Fisheries  produces  a  variety  of  seafood  products.  Including  pollock 
and  cod  fillets,  and  flatfish  products  sold  in  the  United  States, 
Canada,  and  Europe.  We  also  harvest  and  process  a  variety  of 
flatfish  species,  such  as  rockfish,  turbot,  sablefish  and  Atka 
mackeral,  which  are  sold  in  Asian  markets,  either  frozen  in  the 
round,  or  headed  and  gutted.  All  of  the  product  is  frozen  at  sea 
within  hours  of  being  caught. 

Golden  Age  Fisheries  is  also  engaged  in  a  partnership  with 
seventeen  western  Alaska  communities  in  the  Community  Development 
Quota  (CDQ)  program.  The  CDQ  program  is  structured  in  such  a 
manner,  that  a  review  of  fishery  operations  under  this  system, 
provides  insight  into  the  benefits  of  implementing  a  comprehensive 
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ITQ  program  for  the  multl-specles  North  Pacific  groundflsh  fishery. 
My  testimony  decrlbes  Golden  Age  Fisheries'  experiences  In  the  CDQ 
fishery,  how  our  vessel  operations  and  marketing  strategies  were 
adapted  to  this  unique  management  structure,  and  how  existing 
problems  In  the  fishery  are  rectified  under  an  Individual  quota 
system. 

1.   Background  on  Worth  Pacific  Groundflsh  Fisheries. 

The  North  Pacific  groundflsh  fisheries,  like  all  fisheries  in 
the  U.S.  Exclusive  Economic  Zone  (EEZ),  have  been  under  federal 
control  since  enactment  of  the  Magnuson  Fishery  Conservation  and 
Management  Act  (the  Magnuson  Act)  in  1976.  These  fisheries  within 
the  U.S.  200-mile  zone  are  perhaps  the  richest  fisheries  in  the 
world,  accounting  for  over  40  percent  of  all  U.S.  fishery  landings 
by  weight.  The  Bering  Sea  pollock  harvest  alone  is  approximately 
1.3  million  metric  tons  (m.t. )  annually.  Federal  fishery 
scientists  determined  that  2.8  million  m.t.  could  be  safely 
harvested  in  1993,  but  harvest  is  restricted  under  the  management 
plan  to  2.0  million  m.t.  This  restriction  is  a  carryover  from  the 
management  practice  of  imposing  conservative  harvest  limits  in  an 
effort  to  hasten  the  phaseout  of  foreign  fishing  fleets.  As  a 
result  of  this  conservative  management,  virtually  all  groundflsh 
species  in  the  North  Pacific  are  high  in  abundance  and 
healthy. 

Congress  amended  the  Magnuson  Act  several  times  to  promote 
development  of  U.S.  harvesting  and  processing  capacity,  and  to 
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create  market  opportunities.  Full  "Americanization"  of  these  vast 
fishery  resources  did  not  occur  until  1990.  Almost  coincident  with 
full  "Americanization"  was  overcapitalization  in  both  the 
harvesting  and  fish  processing  sectors. 

Golden  Age  Fisheries  evolved  from  Stan  Slmonson ' s  fishing 
operations  that  began  on  the  deck  of  his  father's  halibut  boat. 
After  years  serving  as  a  fishermen  on  the  back  deck  of  a  variety  of 
longllne  and  trawl  vessels,  Mr.  Slmonson  moved  into  the  wheelhouse 
in  the  late  1970 's  during  the  advent  of  the  joint  venture 
fisheries.  He  purchased  his  first  vessel,  the  Golden  Fleece,  in 
1980. 

Mr.  Slmonson  participated  in  the  first  Joint  venture  fishing 
operations,  delivering  his  catch  to  Japanese,  Russian  and  Korean 
processing  vessels.  As  joint  ventures  wound  down  in  the  mld- 
1980 's,  Mr.  Slmonson  could  find  no  markets  for  his  catch  with  the 
established  American  processors.  Mr.  Slmonson  then  Invested  in  the 
factory  trawler  Rebecca  Irene,  which  was  designed  and  built  to  help 
"Americanize"  the  groundflsh  fishery  in  the  EEZ  off  Alaska;  it 
served  as  both  a  Joint  venture  delivery  vessel  and  a 
catcher/processor . 

In  1986,  when  I  first  entered  the  groundflsh  industry,  there 
were  approximately  ten  U.S. -flag  factory  trawlers.  These  vessels 
caught  and  processed  less  than  100,000  m.t.  of  groundflsh  among 
them;  seasons  for  most  species  were  open  year-round.  Most  of  the 
vessels  were  under  200  feet  in  length,  and  maximum  production  was 
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about  25  m.t.  per  day.  There  was  virtually  no  shoreside  processing 
of  groundfish  In  existence  at  that  time. 

During  the  next  few  years,  the  fishery  experienced  exponential 
growth  as  numerous  surimi  factory  trawlers  entered  into  service. 
This  growth  was  stimulated  by  enactment  of  the  Commercial  Fishing 
Industry  Vessel  Ant  i- Re  flagging  Act  of  1987  and  financed  by  foreign 
banks  offering  multi-million  dollar  interest  subsidies  and  110 
percent  financing.  Dozens  of  massive  vessels,  capable  of  producing 
up  to  100  m.t.  of  finished  product  per  day,  emerged  from  foreign 
shipyards  into  the  North  Pacific  groundfish  fishery. 

By  1993,  the  at-sea  processing  fleetincluded  more  than  60 
vessels,  with  a  majority  of  the  fishing  power  residing  in  factory 
trawlers  over  250  feet  in  length.  Last  year,  over  750,000  m.t.  of 
pollock  was  taken  in  approximately  70  days  by  the  at-sea  fleet.  In 
addition,  four  large  onshore  processing  plants,  most  built  within 
the  past  few  years,  handled  about  450,000  m.t.  of  pollock  during 
roughly  a  90-day  period. 

Today,  seasons  are  too  short  for  most  vessels  to  operate 
profitably.  To  compete,  vessel  owners  must  increase  investment  in 
processing  capacity  to  make  the  most  of  the  fewer  available  fishing 
days.  This  short-term  strategy  has  left  most  operations  one  step 
ahead  of  foreclosure. 

Unfortunately,  Golden  Age  Fisheries  is  not  immune  to  the 
problems  facing  the  industry.  Excess  capacity  in  the  pollock 
fishery,  which  resulted  in  shorter  pollock  seasons,  also  created  a 
situation  where  vessels  designed  for  pollock  processing  are  now 
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moving  Into  other  groundflsh  fisheries  traditionally  prosecuted  by 
smaller  at-sea  processing  vessels.  This  shortens  seasons  for  these 
fisheries,  as  well.  The  smaller  vessels  are  hurt  more  by  this 
circumstance,  because  they  often  lack  the  capability,  as  well  as 
the  capacity,  to  compete  head-on  with  larger  pollock  vessels. 

Larger  vessels  can  operate  close  to  breakeven  for  a  longer 
period  of  time.  However,  even  operators  of  large  vessels,  are 
threatened  by  the  current  downward  economic  spiral  of  bankrupt 
vessels  being  sold  at  auction  for  30  cents  on  the  dollar.  These 
vessel  reenter  the  fishery  with  low  capital  costs,  undercutting 
long-term  stable  operators. 

The  failure  of  the  North  Pacific  Fishery  Management  Council 
(the  "Council")  to  impose  meaningful  limits  on  entry  into  the 
fishery  is  largely  the  cause  of  the  current  state  of 
overcapitalization.  The  combination  of  overcapitalization  and  the 
open  access  race  for  fish  provide  the  root  causes  of  most  of  the 
problems  affecting  both  the  fishery  and  the  industry.  The  Nation 
is  not  achieving  the  maximum  benefit  that  it  could  realize  from  the 
fisheries,  and  the  fishermen,  who  followed  the  course  of  action 
laid  out  in  the  Magnuson  Act  and  "Americanized"  the  fishery,  are 
now  on  or  over  the  brink  of  economic  disaster. 

2.   A  Solution — Individual  Transferable  Quotas  (ITQs). 

The  comprehensive,  and  obvious,  solution  to  the  current 
fishery  managment  problems  in  the  groundflsh  fishery  is 
implementation  of  an  ITQ  system.   North  Pacific  Council  staff 
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analysis  and  the  National  Marine  Fisheries  Service  (NMFS)  Alaska 
Region  Director  acknowledge  that  an  ITQ  program  best  addresses  the 
fourteen  major  economic,  social,  and  environmental  problems 
Identified  In  the  fishery.  However,  the  Coiincll  has  proved 
Incapable  of  acting  In  a  timely  and  responsible  manner  to  adopt  an 
ITQ  program. 

Congress  should  act  to  ensure  proper  management  of  America ' s 
largest  fishery.  At  a  minimum.  Congress  should  Instruct  the 
Secretary  to  Implement  a  North  Pacific  groundflsh  ITQ  plan.  Other 
measures  may  be  needed,  as  well,  to  ensure  prompt  development  of  an 
ITQ  plan.  The  following  comments  Illustrate  the  benefits  of  such 
an  approach. 

3.  The  Community  Development  Quota  (CPQ)  Prograi  as  a  Pilot 
Program  for  ITQs. 

In  1991,  the  North  Pacific  Council  approved  a  management 
regime  that  allocated  Bering  Sea  pollock  and  Gulf  of  Alaska  pollock 
and  cod  between  those  who  process  at-sea  and  those  who  process 
onshore.  The  so-called  onshore/offshore  allocation  plan  was 
established  as  an  Interim  measure,  while  the  Council  developed  a 
market-based  management  regime.  The  onshore/offshore  rule  sunsets 
at  the  end  of  1995. 

One  element  of  the  onshore/offshore  regime  Is  the  Community 
Development  Quota  (CDQ)  program  that  I  referenced  at  the  beginning 
of  my  remarks.  Under  the  CDQ  program,  7.5  percent  of  the  annual 
Bering  Sea  pollock  quota  (about  100,000  m.t.  of  pollock)  is 
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reserved  for  western  Alaska  conununltles .  Six  community  groups 
formed  to  take  advantage  of  this  program  and  have  been  allocated  a 
portion  of  the  CDQ  harvest. 

Golden  Age  Fisheries  Is  Involved  in  the  CDQ  program  with  our 
partners,  the  Coastal  Villages  Fishing  Cooperative  (CVFC),  a  group 
of  seventeen  western  Alaska  villages  in  the  Yukon-Kuskokwim  Delta 
region.  This  partnership,  the  Imarpiqamult  Partnership,  owns  the 
factory  trawler  Browns  Point,  which  is  managed  by  Golden  Age 
Fisheries.  The  Browns  Point  harvests  and  processes  the  CDQ  awarded 
to  CVFC. 

CVFC  was  allocated  27  percent  of  the  pollock  available  through 
the  CDQ  program,  or  about  27,000  m.t.  Receiving  a  specific 
allocation  of  fish  within  the  context  of  the  CDQ  program  is  similar 
to  receiving  a  hairvest  share  under  an  ITQ  system.  Each  CDQ 
participant  is  allocated  a  share  of  the  overall  quota  and  can  fish 
the  quota,  or  sell  the  quota,  at  any  time  during  the  course  of  the 
year . 

4.   Benefits  of  an  Individual  Transferable  Quota  System. 

Based  on  our  experience  in  the  CDQ  program  since  1992,  we  have 
identified  significant  benefits  from  participating  in  an  individual 
quota  fishery.  Most  benefits  are  attributable  to  the  absence  of  a 
race  for  fish  Inherent  in  an  open  access  management  system. 

a.  Enhanced  utilization  of  harvested  fish.  The  philosophy  of 
our  operations  changes  from  fishing  in  the  open  access  fishery  to 
fishing  in  the  CDQ  portion  of  the  fishery.   Emphasis  shifts  from 
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dollars  per  day  to  dollars  per  fish.  Under  the  Olynplc  system,  the 
goal  Is  to  maximize  dally  revenue  by  pushing  the  highest  volume  of 
fish  possible  through  the  factory,  and  retaining  only  those  spelces 
of  highest  value.  If  you  don't  catch  the  fish,  the  competition 
will,  and  your  revenues  will  be  reduced. 

During  the  CDQ  fishery,  we  are  able  to  focus  on  maximizing  the 
amount  of  revenue  from  each  fish  brought  onboard.  We  are  able  to 
Increase  the  amount  of  marketable  product  derived  from  each  fish  by 
taking  more  care  In  sorting  the  fish  by  size,  adjusting  the 
processing  equipment,  and  xindertaklng  more  time-consuming  tasks, 
such  as  hand  trimming  fillets. 

We  add  more  value  to  the  fish  during  the  CDQ  portion  of  the 
fishery.  For  example,  we  are  able  to  prepare  onboard  custom  fillet 
products,  such  as  layer  pack  and  shatter  pack,  which  command  a 
higher  price  in  the  marketplace,  but  are  too  time  consuming  to 
attempt  during  the  open  access  fishery. 

We  are  also  able  to  retain  a  wider  array  of  species,  including 
lower-valued  fish  that  would  be  discarded  during  an  Olympic 
fishery.  Since  we  are  attempting  to  maximize  net  revenue  over  the 
entire  year  instead  of  on  a  dally  basis,  we  are  able  to  take  the 
time  to  process  fish  that  yield  a  lower  return. 

b.  Decrease  In  unwanted  bycatch.  The  harvest  of  unwanted 
species,  known  as  bycatch,  has  both  conservation  and  management 
impacts.  Bycatch,  which  exists  in  virtually  every  fishery,  creates 
some  of  the  most  difficult  management  issues  to  resolve.  It 
exacerbates  frictions  among  fishermen  targeting  on  different 
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species,  or  using  different  types  of  fishing  gear.  In  the  CDQ 
fishery,  there  Is  no  pressure  to  harvest  the  target  species  In  a 
rapid  manner;  therefore,  fishing  operations  can  focus  on  areas 
where  bycatch  of  unwanted  species  Is  at  a  minimum.  If  the 
Incidental  catch  of  non- target  species  Is  too  high,  the  vessel 
changes  location,  or  fishing  gear.  Under  open  access,  fishermen 
who  alter  fishing  operations  to  avoid  bycatch  risk  lost  fishing 
opportunities,  since  other  vessels  continue  to  harvest  the  quota. 

c.  Improved  market  opportunities.  Product  from  the  Browns 
Point  is  sold  to  most  major  users  of  pollock,  including  McDonald's, 
Burger  King  and  Long  John  Silvers'  restaurants.  We  have  been  able 
to  capitalize  on  our  ability  to  produce  "fresh",  high-quality 
pollock  block  (compressed  fillets)  on  a  nearly  year-round  basis. 
We  are  able  to  plan  our  production  schedule  well  in  advance.  In  a 
tight  market,  the  ability  to  provide  product  on  a  consistent  basis 
is  a  definite  advantage.  Golden  Age  Fisheries  delivers  product  to 
customers  as  they  need  it,  and  also  spares  us  the  high  cost  of 
holding  Inventory  in  cold  storage. 

One  of  the  biggest  problems  of  the  current  management  regime 
is  that  it  forces  the  fishing  fleet  into  "pulse"  fisheries  that 
dump  large  quantities  of  product  on  the  market  at  one  time.  This 
problem  is  particularly  acute  for  the  vessels  producing  headed  and 
gutted  flatfish,  rockflsh,  and  other  species  to  Japan.  In  the 
past,  when  fishing  occurred  year  round,  these  fish  was  harvested  to 
meet  demand,  and  prices  were  higher.  Now,  prices  are  drastically 
reduced,  as  markets  are  glutted  within  several  weeks'  time  with  an 
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entire  year's  production.  Left  to  their  ovm  devices  to  harvest 
their  Individual  quota,  fishermen  will  arrange  their  fishing 
schedules  to  take  advantage  of  market  conditions. 

d.  Vessel  operations — planning  and  efficiency.  The  ability 
to  control  when  fish  will  be  harvested  offers  the  vessel  manager 
the  opportunity  to  make  the  most  efficient  use  of  the  vessel '  s 
harvesting  and  processing  capabilities.  Important  cost  savings  can 
be  achieved,  if  some  of  the  uncertainty  and  time  pressures  that 
currently  exist,  can  be  removed.  For  example,  under  an  Olympic 
system,  when  a  breakdown  in  equipment  occurs,  the  urgency  to 
maintain  operations  during  an  open  fishery  takes  precedence  over 
cost  considerations.  A  vessel  operator  fishing  in  an  ITQ  fishery 
can  afford  to  delay  fishing  activities,  if  a  more  cost  effective 
remedy  is  available,  but  not  immediately  so. 

These  are  just  a  few  of  the  evident  benefits  of  the  individual 
quota  program,  in  which  Golden  Age  Fisheries  participates.  We 
anticipate  additional  benefits,  if  a  comprehensive  ITQ  program  is 
enacted  for  the  North  Pacific. 

5.   Expected  Benefits  of  a  Comprehensive  ITQ  Program. 

a.  Increased  utilization  of  fishery  resources.  In  addition 
to  the  Improvements  in  bycatch  management  realized  under  the  single 
species  pollock  CDQ  program,  additional  gains  can  be  realized  with 
implementation  of  a  comprehensive  multi-species  ITQ  program. 
Current  management  regulations  require  the  discard  of  valuable 
species,  ostensibly  to  better  track  harvest  amounts.   Currently, 
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fishermen  are  required  to  discard  halibut  when  fishing  for 
sableflsh,  and  to  discard  sableflsh  when  fishing  for  halibut. 
Other  similar  examples  of  the  existing  ridiculous  regulatory  regime 
exist.  Under  an  ITQ  program,  bycatch  could  be  managed  on  an 
Individual  vessel  basis,  with  federal  observers  aboard  every 
groundflsh  vessel,  and  quota  readily  transferable  to  reduce  the 
likelihood  that  valuable  species  would  be  discarded. 

An  ITQ  program  Is  also  likely  to  spur  development  of  new 
products  and  markets.  The  present  system  has  left  so  few  companies 
profitable  that  the  Industry  does  not  have  the  resources  to  commit 
to  product  and  market  development  projects.  Returning  the  Industry 
to  health  under  an  ITQ  system  will  allow  for  long-range  planning 
Initiatives,  and  the  Nation  will  realize  greater  benefits  from  Its 
resources . 

b.  Rational  reduction  of  capitalization  in  the  fisheries. 
Implementation  of  an  ITQ  program  Is  the  most  rational  method  for 
reducing  capitalization  in  the  North  Pacific  groundflsh  fishery. 
ITQs  transfer  value  from  assets,  such  as  fishing  vessels,  to  share 
quota.  Those  individuals  choosing  to  sell  their  quota  share  will 
be  able  to  exit  the  fishery  whole,  or  nearly  so.  The  economic 
incentive  for  those  remaining  in  the  fishery  is  to  utilize  only  as 
much  fishing  and  fish  processing  capacity  as  is  needed  to  prosecute 
the  fishery  as  dictated  by  market  conditions. 

Currently,  all  of  the  Investment  and  most  of  the  research  in 
new  harvesting  and  processing  equipment  is  focused  on  Increasing 
the  volxome  of  fish  through  the  factory.   The  change  in  philosophy 
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engendered  by  an  ITQ  program  will  shift  that  investment  toward 
improving  the  quality  and  value  of  fishery  products.  The  Bering 
Sea  pollock  fishery  illustrates  this  case. 

There  have  been  very  few  new  vessels  entering  the  fishery 
since  1991.  However,  the  fleet  harvests  over  10,000  m.t.  more 
pollock  per  week  now,  than  two  years  ago,  an  increase  of  about  15 
percent.  This  is  a  result  of  "capital  stuffing."  Fishermen  employ 
bigger  nets  and  larger  horsepower  engines  on  vessels.  Processors 
upgrade  their  equipment  to  process  more  fish  per  hour.  As  long  as 
the  economic  incentive  exists  to  adapt  operations  to  catch  and 
process  faster,  overcapacity  will  continue  to  plague  the  industry, 
even  if  some  vessels  exit  the  fishery. 

This  environment  favors  those  operations  that  are  most  easily 
upgraded,  if  anyone  is  favored  at  all.  Smaller  vessels  that  have 
little  room  to  expand  their  capacity  are  the  first  casualties  in 
this  battle. 

The  rest  become  casualties  later,  because  there  is  no 
certainty  that  vessels  will  exit  the  fishery,  as  long  as  the  race 
for  fish  creates  an  economic  incentive  to  deploy  excess  fishing  and 
fish  processing  capacity.  In  1993,  four  factory  trawlers  were 
forced  to  declare  bankruptcy.  Three  of  the  four  are  back  in  the 
fishery,  and  the  other  will  likely  return  soon.  The  Puget  Sound 
region  is  experiencing  significant  economic  and  social  disruption 
as  the  collapse  of  a  major  economic  force  leaves  creditors  reeling 
and  the  vessels — sold  at  auction  for  thirty  cents  on  the  dollar-- 
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returning  to  the  fishery  with  lower  capital  costs  than  the  original 
entrants  Into  the  fishery. 

c.  Increased  safety  and  job  security  for  crew  members.  There 
Is  an  obvious  correlation  between  enhanced  safety  and  employing  a 
trained  and  experienced  crew.  An  ITQ  program,  which  restores 
economic  and  social  stability  to  the  Industry,  provides  job 
security  for  crewmembers.  A  company's  ability  to  retain  trained 
and  experienced  workers  Is  directly  tied  to  Its  ability  to  offer 
secure,  long-term  employment. 

Presently,  most  of  the  6,000  crew  members  employed  In  the 
groundflsh  fishery  are  fearful  that  the  next  week  will  be  their 
last  In  the  Industry,  that  their  opportunity  will  disappear  along 
with  the  company  for  whom  they  are  working.  This  situation  does 
not  encourage  employees  to  further  their  education  and  training,  or 
to  improve  their  skills.  It  does  encourage  them  to  look  for 
another  line  of  work. 

With  an  ITQ  program,  employees  will  have  set  schedules,  a 
predictable  and  lucrative  Income,  and  confidence  that  their  Jobs 
are  secure.  The  premium  placed  on  highly  skilled,  well-trained 
employees  will  Increase,  and  the  professionalism  of  fishing  crews 
will  likely  Improve.  Crewmembers  will  have  an  Incentive  to  enter 
training  programs  to  take  advantage  of  opportunities  for 
advancement.  These  are  important  benefits  for  crewmembers  that 
should  not  be  overlooked. 

d.  Resolution  of  allocation  disputes.  Recent  North  Pacific 
fishery  allocation  disputes  have  been  controversial,  have  created 
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uncertainty  among,  and  instability  within,  industry  sectors,  and 
have  exacted  substantial  economic  and  social  costs  among  workers  in 
the  fishing  industry  and  in  the  supply  network.  The  Council  spent 
three  years  and  millions  of  tax  dollars  imposing  allocations  that 
are  mere  half -steps,  and  fail  to  address  the  root  problems  in  the 
industry.  This  has  drawn  the  Council's  attention  away  from  its 
real  charge,  managing  the  resource.  Little  time  or  effort  is  now 
spent  addressing  how  best  to  maximize  the  return  to  the  Nation  from 
the  fishery.  Instead,  time  is  spent  trying  to  determine  how  to 
best  allocate  resources  to  user  groups  favored  by  the  Council. 

At  the  same  time,  the  Commerce  Department  maintains  that  it  is 
not  the  federal  government's  role  to  determine  winners  and  losers 
in  the  fisheries,  that  the  marketplace  should  determine  that. 
However,  regulatory  actions,  to  date,  have  not  reflected  the 
Commerce  Department's  policy  statements.  In  fact,  the  existing 
onshore/offshore  regulatory  regime  approved  by  the  Commerce 
Department  at  the  behest  of  the  Council  is  intended  to  frustrate 
the  market  system  as  best  it  can. 

Stamnary. 

The  Commerce  Department  must  redouble  its  efforts  to  promote 
an  ITQ  program  for  the  North  Pacific  groundfish  fishery,  perhaps  at 
Congress'  direction.  As  stated  above,  analysis,  to  date,  confirms 
that  twelve  of  the  fourteen  identified  problems  in  the  North 
Pacific  groundfish  fishery  are  addressed  by  implementation  of  an 
ITQ  program.   No  other  alternative  addresses  even  half  that  many 
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problems.  Yet,  Just  last  month,  the  Council  voted  to  put 
consideration  of  an  ITQ  system  on  the  back  burner,  despite  years  of 
Industry  demands  for  action. 

An  ITQ  system.  In  which  quota  shares  can  be  freely  sold, 
purchased,  and  leased,  resolves  existing  allocation  disputes,  and 
provides  a  mechanism  for  addressing  the  chronic  problem  of 
overcapitalization.  This  approach  also  provides  Important  benefits 
In  the  areas  of  resource  utilization,  product  marketing,  worker 
safety,  and  job  security.  Congress  must  Insist  that  the  Department 
of  Commerce  fulfill  Its  responsibilities  In  ensuring  proper 
management  of  our  Nation's  fisheries  resources.  In  order  to 
achieve  the  goals  of  the  Magnuson  Act,  a  permanent,  fair  and 
rational  market-based  allocation  system  must  be  put  In  place. 
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STATEMENT  OF  MR.  JOHN  lANI 


My  name  is  John  lani.  I  am  a  Vice  President  of  Unisea  Inc., 
a  major  North  Pacific  seafood  processor.  Our  company  is  based  in 
Redmond,  Washington,  where  we  employ  approximately  500  full  time 
workers  who  are  engaged  in  processing  surimi  seafood  products  as 
well  as  other  species  from  the  North  Pacific.  We  also  employ 
another  1,500  workers  on  a  seasonal  basis.  Our  annual  sales  are  in 
the  $120  million  range.  Since  our  headquarters  is  located  in  the 
First  Congressional  District  of  Washington,  and  since  Congresswoman 
Cantwell  has  toured  our  facility,  I  am  hoping  that  she  will  protect 
me  from  any  harsh  questions  by  my  former  employer.  Congressman 
Young . 

I  should  also  point  out  that  prior  to  joining  Unisea  I  was  the 
President  of  the  Pacific  Seafood  Processors  Association.  PSPA  is 
a  trade  association  comprised  of  the  largest  seafood  processing 
companies  in  the  Puget  Sound  region.  The  organization  has  been  in 
continuous  existence  for  the  past  79  years  representing  the 
interests  of  the  Seattle-based  fishing  industry.  During  my  tenure 
at  PSPA  I  sometimes  felt  as  if  I  were  an  original  employee  of  the 
group . 

My  comments  today  represent  the  views  of  Unisea  and  not  of 
PSPA,  although  I'm  sure  that  many  PSPA  members  would  agree  with 
much  of  my  testimony. 

Given  the  extreme  complexity  of  the  Individual  Transferable 
Quota  issue  (ITQ  -  or  Individual  Fishing  Quota/ IFQ,  as  some  prefer) 
it  is  probably  best  to  begin  my  testimony  with  a  simple  statement 
of  the  obvious.  Neither  Unisea,  nor  any  other  groundfish  processor 
within  PSPA,  will  accept  an  ITQ  system  in  the  North  Pacific  under 
which  we  are  excluded  from  the  initial  allocation  of  quota  shares. 
To  do  so  would  be  the  equivalent  of  a  member  of  this  Subcommittee 
agreeing  to  run  for  re-election  without  having  your  name  printed  on 
the  ballot.  We  will  not  agree  to  ground  rules  under  which  we  have 
guaranteed  our  demise  before  the  game  has  even  begun.  Neither 
would  you. 

I'm  sorry  to  say  that  most  of  the  rest  of  my  testimony  today 
lacks  the  clarity  of  the  statement  I  just  made.  There  are  probably 
as  many  opinions  and  views  on  ITQ's  as  there  are  fishermen  and 
processors  in  the  fishery.  Similarly,  there  are  more  unknowns  than 
knowns  in  discussing  ITQ's  for  any  fishery,  but  especially  one  as 
complex  and  as  valuable  as  North  Pacific  groundfish. 

Even  if  the  industry  were  united  behind  the  idea  that  an  ITQ 
system  is  the  answer  to  the  problems  of  waste,  bycatch  and 
overcapitalization,  this  still  leaves  hundreds  of  other  questions 
unanswered.  Among  these  are  the  policy  questions  enumerated  in  the 


326 


letter  of  invitation  to  this  hearing.  There  are  also  practical 
questions  such  as  who  is  eligible  for  shares  and  on  what  historic 
basis?  Will  there  be  limits  on  ownership  and  transferability? 
What  fees  and  assessments  will  be  charged?  What  about  an  auction 
system  and  who  would  be  eligible  to  participate?  How  will  a  system 
covering  such  a  huge  geographic  area  be  enforced?  These  are  the 
types  of  fundamental  questions  which  must  be  answered,  but  there 
are  a  multitude  of  others  right  down  to  the  ultimate  question  for 
any  boat  owner  or  processor:  what  will  my  share  be  and  what  will 
it  be  worth?  I  have  attached  to  my  testimony  a  document  recently 
prepared  by  the  North  Pacific  Fishery  Management  Council  on  ITQ's 
for  groundfish  and  crab.  This  is  the  outline  of  the  issues  which 
had  been  identified  by  the  Council  as  of  its  January  1994  meeting. 
If  you  look  through  this  document  you  will  begin  to  appreciate  the 
complexity  of  this  issue  and  the  monumental  task  faced  by  the 
Council,  or  any  other  group  which  takes  on  the  job  of  crafting  an 
ITQ  system  for  this  fishery. 

I  will  now  attempt  to  provide  some  specific  answers  to  the 
questions  posed  in  the  Subcommittee's  letter  of  invitation.  First, 
as  I'm  sure  you  are  aware,  there  are  no  "right"  or  "wrong"  answers 
to  most  of  these  questions.  The  answers  are  almost  always 
dependent  on  which  fishery  you're  discussing  and  what  your  role  is 
in  that  fishery. 

The  advantages  and  disadvantages  of  ITQ's  will  vary  from 
fishery  to  fishery  and  ITQ's  are  definitely  not  appropriate  for  all 
fisheries.  The  primary  theoretical  benefit  from  the  imposition  of 
ITQ's  in  any  fishery  is  that  the  creation  of  a  private  property 
right  should  make  the  "owners"  of  the  fishery  resource  act  more 
rationally  and  responsibly  in  the  way  they  prosecute  the  fishery. 
Waste  should  be  reduced,  and  quality  and  productivity  should 
increase.  Costs  of  operation  should  also  be  lowered.  Also,  in 
theory,  the  imposition  of  ITQ's  should  enable  the  orderly 
decapitalization  of  an  overcapitalized  fishery.  In  essence,  the 
government,  through  the  awarding  of  valuable  ITQ  shares,  is 
providing  the  seed  money  (or  collateral)  which  will  enable 
participants  to  buy  each  other  out  and  reduce  the  total  effort  in 
the  fishery. 

Another  theoretical  benefit  is  improved  safety  by  enabling 
fishermen  to  choose  when  to  fish.  This  is  applicable  in  fisheries 
where  the  resource  is  available  for  many  months  and  primarily  those 
in  which  smaller  vessels  are  used. 

The  next  question  deals  with  necessary  legal  changes  which 
either  facilitate  or  restrict  Council  action  on  ITQ's.  I'm  not 
sure  that  anything  should  be  done  to  restrict  Councils.  Right  now 
they  have  broad  authority  to  explore  a  variety  of  effort  limitation 
systems.   I  believe  they  need  this  authority. 
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In  terms  of  legal  changes  to  facilitate  Council  action,  there 
is  a  minor  clarification  we  may  need  if  the  North  Pacific  Council 
is  to  have  access  to  the  full  range  of  ITQ  options  which  have  been 
identified.  The  NOAA  Regional  Council  in  Alaska  has  issued  an 
opinion  that  it  may  be  illegal  for  a  Council  to  award  ITQ  shares 
for  processing  to  onshore  processors.  The  opinion  states  that  ITQ 
shares  for  harvesting  may  be  awarded  to  anyone,  whether  they  are 
engaged  in  the  fishery  or  not.  However,  for  processing,  the 
opinion  interprets  the  Magnuson  Act  to  mean  that  only  at-sea 
processors  fall  under  the  definition  of  "fishery".  The  NOAA 
opinion  argues  that  the  Magnuson  Act  does  not  provide  authority  for 
the  regulation  of  onshore  processors.  We  feel  that  while  this  may 
have  been  the  case  in  1976,  there  have  been  significant 
legislative,  judicial  and  regulatory  changes  in  the  interim. 
Onshore  processors  are  now  subject  to  federal  permit  requirements, 
federal  reporting  requirements,  and  the  requirement  to  have 
multiple  federal  observers.  We  were  also  intended  to  be  the 
beneficiaries  of  the  "Processor  Preference  Amendment", 

It  is  our  opinion  that  from  both  a  legal  and  practical  point 
of  view  it  is  incorrect  to  continue  the  notion  that  onshore 
processing  plants  are  not  a  part  of  the  "fisheries"  of  the  United 
States  and  fall  outside  the  scope  of  the  Act.  Nevertheless,  this 
NOAA  legal  opinion  is  a  potential  impediment  to  resolution  of  the 
groundfish  ITQ  dilemma  in  the  North  Pacific.  This  obstacle  should 
be  removed  in  order  to  provide  the  Council  with  the  full  range  of 
ITQ  options. 

Questions  3  asked  about  the  need  for  ITQ-specific  amendments 
to  the  Act.  Again,  I'm  not  sure  that  any  such  amendments  are 
necessary  given  the  fact  that  any  ITQ  system  would  already  need  to 
comply  with  all  provisions  of  the  Act  and  other  applicable  law. 

The  major  challenges  to  the  National  Marine  Fisheries  Service 
in  implementing  ITQ's  will  be  related  to  data  and  enforcement.  The 
process  of  awarding  and  tracking  ITQ's,  especially  for  a  large 
fishery,  is  extremely  complex.  The  Agency  will  need  far  greater 
data  processing  capacity  than  it  currently  has.  As  for 
enforcement,  not  only  NMFS,  but  also  the  Coast  Guard,  will  be  hard 
pressed  to  monitor  the  activities  of  the  entire  groundfish  fleet. 
This  is  especially  true  since  they  will  also  be  required  to  enforce 
the  halibut/blackcod  ITQ  system  which  is  now  being  implemented.  I 
don't  believe  the  necessary  resources  are  there  at  this  time. 

As  far  as  management  burdens  are  concerned,  any  ITQ  system 
will,  as  I  have  just  indicated,  greatly  increase  the  workload  for 
those  in  the  data  management  and  enforcement  areas.  These 
responsibilities  rest  primarily  with  the  Regional  offices.  It 
could  be,  however,  that  the  management  and  policy  staff  in 
Washington,  D.C.  could  be  cut  back  since  there  would  be  less  need 
for  in-season  management  decisions  and  policy  reviews.  However,  in 
sum,  the  management  burden  will  likely  increase. 
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Determination  of  the  economic  and  social  costs  and  benefits  of 
ITQ's  cannot  be  predicted  and  can  only  be  determined  after 
extensive  study  by  both  Council  and  NMFS  personnel  with  major  input 
from  industry.  As  we  saw  in  the  case  of  the  inshore/offshore 
allocation,  there  were  continual  requests  for  new  and  additional 
studies  regarding  economic  and  social  costs  and  benefits.  It  was 
during  the  review  of  inshore/offshore  that  NMFS  first  decided  to 
require  a  quantitative  cost/benefit  analysis.  This  new  policy  will 
certainly  carry  over  to  the  debate  on  ITQ's  and  it  is  one  of  the 
main  reasons  why  the  Agency  has  said  that  implementation  of  a 
groundfish  ITQ  system  will  take  at  least  two  years  after  the 
Council  finishes  its  work.  It  was,  at  least  in  part,  this  lengthy 
time  horizon  which  recently  drove  the  Council  to  look  at  a  much 
simpler  license  limitation  system  as  a  possible  solution  to 
groundfish  overcapitalization  in  the  North  Pacific. 

I  would  now  like  to  move  on  and  make  some  observations 
regarding  the  specific  situation  we  face  on  groundfish  in  the  North 
Pacific  region.  There  is  no  doubt  that  this  fishery  is 
overcapitalized  and  one  of  the  favorite  pastimes  of  the  U.S. 
fishing  industry  is  trying  to  assess  blame  for  whatever  problems  we 
currently  face.  The  usual  targets  are  the  National  Marine 
Fisheries  Service,  the  Regional  Councils,  Congress,  or  other 
segments  of  the  industry,  who  are  accused  of  fouling  things  up 
through  inaction  or  the  wrong  action.  Things  were  much  simpler  ten 
years  ago  when  we  still  had  the  foreign  fleets  to  blame.  In  the 
case  of  North  Pacific  groundfish,  however,  the  blame  inescapably 
falls  on  the  industry  as  a  whole.  The  North  Pacific  Fishery 
Management  Council  and  the  industry  foresaw  the  problem  of 
overcapitalization  in  the  mid  to  late  1980 's.  The  Council,  through 
its  Future  of  Groundfish  Committee  (FOG)  came  to  the  industry  and 
asked  if  there  was  a  consensus  for  action  on  a  system  to  limit 
entry  into  the  fishery.  There  was  indeed  a  consensus  within  the 
industry,  but  that  consensus  was  for  inaction.  Virtually  no  one 
supported  Council  action  on  any  type  of  limited  entry  plan.  This 
includes  us,  it  includes  the  harvesters,  and  it  includes  the 
factory  trawl  fleet.  AFTA's  opposition  is  significant  since  they 
are  now  the  main  ITQ  promoter.  I  have  attached  to  my  testimony  a 
1988  letter  from  the  Alaska  Factory  Trawler  Association  (now  the 
American  Factory  Trawler  Association  -  AFTA)  to  the  FOG  Committee 
which  states  that  "AFTA  has  determined  that  it  does  not  favor 
limited  entry  in  any  fonn  and  supports  the  status  quo  as  its 
preferred  alternative."  The  letter  goes  on  to  say  that  "we  urge 
the  Committee  to  recommend  to  the  Council  that  the  current 
management  system  of  open  access  be  continued  for  all  fisheries  in 
which  our  members  participate."  Attached  to  this  letter  is  the 
transcript  of  an  exchange  between  two  Council  members.  Bob  Alverson 
and  Oscar  Dyson,  and  AFTA  representative  Vince  Curry,  who  was 
appearing  before  the  Council  in  1989.  In  his  testimony  Mr.  Curry 
noted  that  the  Council  had  a  formally  adopted  management  objective 
under  which  "the  Council  will  develop  measures  to  control  effort 
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into  the  fishery,  including  systems  to  convert  the  common  property 
resource  to  private  property,  but  only  when  requested  to  do  so  by 
industry."  He  went  on  to  say  that  as  far  as  AFTA  was  concerned  "in 
our  view  we  don't  see  a  major  request  from  industry  for  us  to 
engage  upon  this  path."  At  this  point.  Bob  Alverson  pointed  out 
that  without  limited  entry  the  fishing  seasons  would  keep  getting 
shorter  and  that  "these  type  of  pulse  fisheries,  in  my  opinion, 
will  create  shoreside  instability,  the  very  thing  that  shoreside 
people  don't  want  to  see.  As  well  as,  what  I'm  fearful  of,  is  a 
great  deal  of  instability  in  the  at  sea  floater  operations.  Does 
AFTA's  position  ...  do  the  members  recognize  that  that  is  a 
downside  risk  that  the  Council  and  the  fleet  is  heading  towards 
without  limited  access?".  AFTA's  response  was:  "The  answer  to  your 
question,  I  guess,  is  yes  we  are  aware  that  this  is  a  problem. 
Everyone  is  concerned.  I  don't  have  the  solution  of  what  is  going 
to  occur.   There  is  going  to  be  some  pain  suffered." 

Mr.  Dyson,  in  a  follow-up  question,  then  warned  AFTA  that  in 
lieu  of  limited  entry  the  Council  was  likely  to  move  toward  some 
type  of  fishery  allocation  plan  to  separate  the  onshore  and 
offshore  fleets.  He  asked  if  AFTA  was  will  to  accept  that.  The 
answer  was  no.  It  was  shortly  after  this  meeting  that  the  Council 
began  work  on  what  became  known  as  the  inshore/offshore  allocation. 

The  point  of  all  this  is  that  the  problems  we  face  today  are 
not  the  result  of  lack  of  foresight;  everyone  knew  that  the  fleet 
was  likely  to  overcapitalize  to  some  extent.  Inaction  resulted 
from  the  unwillingness  of  the  industry,  including  us  and  AFTA,  to 
support  a  plan  which  would  stop  the  entry  of  new  boats.  Some  of  us 
thought  that  the  Anti-Ref lagging  Act  passed  by  Congress  would  serve 
that  purpose,  but  given  the  Coast  Guard's  extremely  loose 
interpretation  of  that  Act's  grandfather  provision  virtually  anyone 
who  wanted  to  bring  a  vessel  into  the  fishery  was  permitted  to  do 
so. 

AFTA's  position  at  the  time  isn't  surprising.  They  knew  there 
were  more  boats  in  the  planning  stage,  many  of  them  owned  by 
current  AFTA  members.  It  was  like  holding  the  elevator  open 
because  there  was  always  one  more  person  running  towards  it.  The 
result  was  that  the  elevator  became  so  full  that  it  ended  up  going 
down  instead  of  up.  That's  the  position  AFTA  found  itself  in 
around  1991  or  1992.  The  arrival  of  new  vessels  began  to  be  met 
with  groans  instead  of  cheers.  Everyone  knew  there  was  too  much 
capacity  for  the  fishery.  As  a  shore  plant  our  only  option  was  to 
seek  an  allocation  system  which  would  provide  us  some  insulation 
from  the  inevitable  collapse  of  the  factory  trawl  sector.  That 
collapse  is  now  occurring  and  is  likely  to  get  worse. 

The  question  now  is:  will  an  ITQ  system,  or  some  other 
management  scheme,  prevent  continuing  bankruptcies.  The  answer  is 
no.   The  fleet  will  continue  to  consolidate,  whether  from 
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bankruptcy  or  because  boats  seek  opportunities  in  other  parts  of 
the  world. 

The  argument  is  made  that  issuance  of  ITQ's  would  promote  a 
more  orderly  consolidation  of  the  fleet.  This  is  probably  true. 
People  who  are  awarded  ITQ's  by  the  federal  government  would  be 
able  to  use  that  government  subsidy  to  purchase  the  shares  of 
failing  companies.  Although  the  vessels  themselves  are,  for  all 
practical  purposes,  worthless,  ITQ  shares  are  extremely  valuable. 
Companies  which  would  otherwise  go  broke  would  be  provided, 
courtesy  of  the  federal  government,  the  opportunity  to  recoup  their 
investment  by  selling  their  newly  awarded  ITQ  shares.  This,  in 
turn,  would  provide  the  Norwegian  and  other  foreign  lending 
institutions  which  financed  these  vessels  an  opportunity  to  get 
back  the  money  they  lent  to  finance  the  original  construction.  It 
is  up  to  Congress  to  decide,  from  a  public  policy  point  of  view,  if 
this  is  the  best  way  to  decapitalize  the  fleet. 

Coming  back  full  circle  to  my  opening  comment,  I  want  to  again 
emphasize  that  if  there  is  to  be  a  government  funded  buyout  program 
for  this  fishery  we  want  to  participate.  It  would  be  grossly 
unfair  for  the  federal  government  to  implement  a  management  system 
whereby  they  provide  subsidies  worth  hundreds  of  millions  of 
dollars  only  to  certain  participants.  As  Dr.  Lee  Anderson,  the 
recognized  expert  on  ITQ's,  has  said,  anyone  who  has  invested  in 
pollock  processing  capacity  and  who  is  not  compensated  by  the 
government  under  an  ITQ  system  is  doomed  to  failure.  Our  company 
alone  has  invested  $150  million  in  plant  and  equipment  to 
participate  in  this  fishery.  If  our  competitors  receive  ITQ  shares 
and  we  do  not  then  this  $150  million  investment  will  be  taken  from 
us  with  the  support  of  our  own  government.  Obviously,  we  will  not 
stand  by  and  let  this  happen.  And  as  a  major  employer  in  the  Puget 
Sound  region  and  Alaska  we  would  hope  that  Congresswoman  Cantwell, 
Congresswoman  Unsoeld  and  Congressman  Young  would  all  agree  that 
equity  requires  all  segments  of  the  fishery  to  be  included  if  an 
ITQ  system  is  developed. 

This  concludes  my  prepared  testimony.  Thank  you  for  the 
opportunity  to  appear  today. 
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Good  afternoon,  my  name  is  Lee  G.  Anderson  and  I  am  a 
Professor  of  Economics  and  Marine  Studies  in  the  College  of  Marine 
Studies  at  the  University  of  Delaware.  I  am  also  Chair  of  the  Mid- 
Atlantic  Fishery  Management  Council,  although  the  views  I  will 
present  today  are  my  own  and  do  not  necessarily  represent  those  of 
the  council.  I  am  a  fisheries  economist  and  I  have  devoted  my 
career  to  the  study  of  fisheries  management.  I  have  been  studying 
individual  transferable  quotas  (ITQs)  for  over  a  decade.  I  worked 
on  the  implementation  of  ITQs  in  New  Zealand  and  Australia  and  I 
was  Chair  of  the  Surf  Clam  Committee  of  the  Mid-Atlantic  Council 
during  the  period  when  ITQs  were  introduced.  I  also  consulted  with 
the  North  Pacific  Council  while  they  developed  the  individual  quota 
program  for  halibut  and  sablefish. 

In  the  brief  time  allotted,  I  will  discuss  the  potential  use 
of  ITQs  in  modern  fisheries  management,  and  will  answer  some  of  the 
(juestions  posed  by  the  Committee.  I  have  submitted  for  the  record 
a  copy  of  the  overview  document  of  the  National  ITQ  Study  which  was 
sponsored  by  the  National  Marine  Fisheries  Service.  The  purpose  of 
that  study  was  to  provide  councils  with  unbiased  background 
material  on  ITQs  as  they  considered  various  management  options.  It 
contains  much  more  detail  than  I  can  provide  today  and  I  hope  it 
will  be  useful  to  the  Committee  and  Staff.  The  four  other  volumes 
of  this  study  are  available  from  NMFS  and  I  recommend  them  as  well. 

An  individual  transferable  quota  regime  is  a  program  where 
harvest  rights  to  shares  of  a  biologically  determined  total 
allowable  catch  are  distributed  to  industry  participants. 
Sometimes  other  regulations  such  as  nursery  closures  are  a 
necessary  part  of  an  ITQ  program  to  insure  that  conservation  goals 
are  met.  Although  they  have  been  implemented  in  about  30  fisheries 
around  the  globe,  they  are  a  significant  change  from  traditional 
open-access  regulation.  It  is  important  to  realize,  however,  that 
property  rights  are  the  foundation  of  our  free  market  economy  and 
are  the  basis  of  literally  all  other  natural  resource  management  in 
this  country  including  rangeland,  water,  minerals,  petroleum,  and 
forests.  What  is  new  in  fisheries  with  ITQs  has  been  commonplace 
with  other  resources  for  centuries. 

There  are  two  main  benefits  of  ITQs.  First,  a  quota  based 
management  system  is  better  suited  to  achieve  conservation  on  a 
consistent  basis  because  it  directly  limits  the  amount  of  catch. 
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Traditional  open-access  regulations  such  as  gear  restrictions, 
closed  seasons,  and  closed  areas  limit  the  way  individual 
participants  may  operate,  but  they  provide  only  a  very  loose  cap  on 
total  harvests.  Besides  being  a  less  than  perfect  way  to  limit 
harvest,  these  restrictions  can  have  untoward  effects  on  harvesting 
and  processing  costs,  bycatch  levels,  and  crew  safety.  It  is 
difficult  to  set  the  individual  limitations  such  that  total  fishing 
mortality  is  restricted  to  the  desired  level.  In  addition, 
increases  in  the  number  of  participants  and  technological  change 
require  constant  adaptation  of  the  restrictions  to  keep  total 
mortality  in  check.  At  the  extreme  this  leads  to  "derby  fisheries" 
where  TACs  must  be  taken  in  seasons  measured  in  days  or  hours. 

In  combination  with  the  firm  cap  on  harvests,  ITQs  also 
support  conservation  by  providing  incentives  for  ITQ  owners  to 
recommend  sustainable  total  quotas  and  to  support  strict 
enforcement  because  the  value  of  their  ITQs  depends  upon  the  health 
of  the  stock. 

In  addition  to  the  conservation  benefits,  ITQs  also  tend  to 
reduce  administrative  detail  and  to  increase  operator  flexibility. 
Because  the  regulation  focuses  on  how  much  is  caught  not  on  how  it 
is  harvested,  managers  do  not  have  to  meddle  in  the  day  to  day 
operations  of  individual  operators.  This  lowers  government  costs 
and  allows  participants  to  decide  how  to  operate  so  as  to  reduce 
costs  and  increase  market  value.  On  an  industry-wide  basis,  this 
translates  to  a  harvesting  and  processing  capacity  more  closely 
aligned  with  the  average  annual  productivity  of  the  stocks. 
Consumers  also  benefit  from  fresher  and  better  quality  fish. 

There  are  other  benefits  of  ITQs  which  are  particularly 
relevant  given  the  problems  currently  facing  East  Coast  fisheries. 
Because  most  stocks  are  over-fished,  the  councils  are  instituting 
control  dates  and  vessel  moratoria.  While  these  programs  do 
provide  for  the  reduction  of  fishing  mortality  on  various  stocks, 
(although  the  programs  taken  together  can  become  very  complex  if 
area  or  time  closures,  and  gear  restrictions  are  used)  they  tend  to 
place  participants  into  small  boxes  which  reduces  the  flexibility 
necessary  to  operate  profitably.  It  also  forces  participants  which 
do  not  meet  the  moratoria  criteria  to  move  to  those  fisheries  with 
no  entry  limitations  which  can  exacerbate  management  problems  in 
those  fisheries.  A  comprehensive  ITQ  program,  on  the  other  hand, 
could  achieve  conservation  in  all  fisheries  while  still  providing 
flexibility.  The  limits  would  be  on  total  mortality  of  each  fish 
stock  not  on  which  boats  could  operate  in  each  fishery  and  how, 
when,  and  where  they  could  fish.  The  boats  would  be  free  to 
accumulate  the  rights  to  harvest  the  types  and  amounts  of  various 
species  which  are  best  suited  their  needs. 

ITQs  could  also  play  an  important  part  of  rebuilding  programs 
for  over-fished  stocks.  In  order  to  allow  stocks  to  grow,  fishing 
mortality  has  to  be  reduced,  sometimes  by  very  large  amounts  for 
long  periods  of  time.  This  can  place  a  heavy  burden  on  existing 
participants.  What  are  they  supposed  to  do  in  the  meantime  and  how 
can  they  obtain  the  benefits  of  renewed  stocks  if  they  are  forced 
out  of  business?    If  participants  are  given  ITQs  based  on  a 
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percentage  of  the  total  allowable  catch,  they  will  have  the 
opportunity  to  operate  the  best  they  can  during  rebuilding  or  to 
sell  their  rights  and  to  leave  the  fishery  with  some  compensation. 
Participants  will  have  incentives  to  stick  with  the  rebuilding  plan 
because  they  will  reap  the  benefits  from  the  restrictions  during 
the  lean  years.  The  bottom  line  is  that  ITQs  can  help  achieve 
conservation  goals  and  at  the  same  time  can  provide  financial 
assistance  to  participants  during  rebuilding.  In  addition  they  can 
help  to  insure  that  those  who  bear  the  costs  of  rebuilding  can 
achieve  some  of  the  benefits.  And  what  is  very  important  during  a 
period  of  tight  government  budgets,  the  financial  assistance  can  be 
provided  without  government  subsidies  or  grants. 

There  are  potential  drawbacks  to  ITQs  as  well.  Highgrading, 
the  complexities  of  use  in  multi-species  fisheries,  and 
enforcement  costs  are  among  the  most  frequently  mentioned.  The 
background  document  I  furnished  provides  a  detailed  discussion  of 
the  realities  of  these  and  other  drawbacks  in  real  world  fisheries. 
Given  the  time  constraints  it  will  not  be  productive  to  summarize 
those  arguments  here.  The  point  is  that  all  management  techniques 
have  potential  shortcomings.  There  is  no  perfect  system.  I  do  not 
think  that  the  issue  today  is  who  can  provide  the  longest  list  of 
advantages  or  of  shortcomings  of  ITQs.  Rather  it  is  a  question  of 
whether  an  ITQ  system  which  is  properly  designed  and  implemented 
for  a  particular  fishery  has  the  potential  to  better  achieve 
conservation,  distribution,  and  efficiency  objectives  than  does  the 
system  currently  in  use.  I  believe  that  for  many  fisheries  ITQs 
have  that  potential. 

I  support  a  change  in  the  Magnuson  Act  which  would  allow 
Councils,  should  they  desire  it,  the  opportunity  to  impose  annual 
fees  on  ITQ  owners  or  to  use  auctions  or  other  means  of  tendering 
quota.  This  would  allow  the  general  public  to  be  compensated  for 
the  transfer  of  public  resources  into  private  hands  and  to  prevent 
potential  windfall  gains.  I  would  caution,  however,  that  fees 
should  be  explicitly  announced  from  the  start  so  that  prospective 
purchasers  have  a  clear  understanding  of  future  cost  liabilities. 
Instituting  fees  on  an  ongoing  system  would  unfairly  destroy  the 
capital  value  of  quota  holders.  Also  fees  should  be  related  to  the 
efficiency  gains  made  possible  by  ITQs  and  their  size  should  be 
carefully  determined  taking  into  account  the  variability  of  fishery 
profits  due  to  changes  in  prices,  health  of  the  fish  stocks,  and 
sometimes  international  exchange  rates.  In  addition  the  fee 
structure  should  be  designed  so  as  to  not  inhibit  owners  from 
searching  for  more  efficient  ways  to  harvest,  process,  and  market 
fish  products. 

It  would  also  be  beneficial  to  amend  the  act  to  insure  that 
Councils  consider  two  critical  issues  as  they  deliberate  ITQs. 
First,  it  is  important  to  realize  that  the  financial  distribution 
aspects  of  the  initial  allocation  of  quota  goes  beyond  merely  who 
gets  the  harvest  rights.  Participants  in  all  aspects  of  the 
industry  can  be  affected.  In  an  over-capitalized  fishery  where 
there  is  more  harvesting  and  processing  capacity  than  is  necessary 
to  utilize  the  TAG  and  where  the  capital  is  specific  to  that 
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industry,  those  who  do  not  receive  quota  can  suffer  decreases  in 
the  market  value  of  their  capital.  In  order  to  insure  an  equatable 
initial  allocation,  all  segments  of  the  industry,  including 
processors,  should  have  an  equal  opportunity  to  obtain  quota. 

Second,  the  nature  of  the  harvest  right  is  very  important  to 
the  success  of  an  ITQ  program.  The  security  of  the  future  claim  on 
the  productivity  of  the  fish  stock  is  critical  for  ITQ  owners  to 
have  the  incentives  to  conserve  the  stock  and  to  undertake 
activities  that  will  lead  to  efficient  harvesting,  processing,  and 
marketing.  Therefore  if  councils  implement  ITQ  programs  it  is 
critical  that  everything  be  thought  out  well  in  advance  and  the 
lessons  that  have  been  learned  from  other  existing  programs  be 
carefully  evaluated.  While  it  is  necessary  to  make  corrections  for 
significant  mistakes,  extreme  care  should  be  taken  to  avoid 
unnecessary  fine  tuning.  It  is  especially  important  that  quota 
owners  be  protected  from  after  the  fact  changes  which  directly 
affect  the  nature  of  the  right.  For  example  if  owners  fear  that 
new  entrants  will  be  granted  a  share  of  the  TAC,  or  that  user  fees 
or  changes  in  reporting  or  enforcement  requirements  will  be 
introduced,  the  beneficial  incentives  that  an  ITQ  program  can  offer 
will  be  diminished. 

I  believe  any  changes  in  the  law  to  limit  the  application  of 
ITQs  would  be  counterproductive.  While  ITQs  may  not  be  suitable 
for  all  fisheries,  restrictions  on  their  use  could  prevent  their 
adaption  where  they  may  produce  beneficial  results.  The  national 
standards  and  other  parts  of  the  act  (including  the  public  hearing 
process)  as  well  as  other  applicable  law  already  provide  ample 
safeguards  against  the  indiscriminate  and  unwise  use  of  any 
management  regime  including  ITQs.  I  believe  the  councils  should 
not  be  forced  to  implement  certain  types  of  plans  or  prevented  from 
using  others.  They  should  be  able  to  consider  the  full  range  of 
management  options  so  that  they  may  have  every  opportunity  to 
select  the  one  which  best  achieves  the  purposes  of  the  Magnuson 
Act. 

Thank  you  for  inviting  me  here  today  and  I  will  be  pleased 
to  answer  any  questions  the  Committee  may  have. 
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FOREWORD 


The  fisheries  of  the  United  States  are  an  extremely  valuable  heritage.  In  recent  years,  the  marine 
fishing  industries,  both  seafood  and  recreation,  and  allied  enterprises  have  contributed  over  $24 
billion  annually  to  the  nation's  economy.  In  addition,  the  opportunity  to  fish  recreationally  adds  to 
the  quality  of  life  for  about  1 7  million  Americans,  and  there  are  economic  benefits  from  subsistence 
fishing,  aquaculture.  and  recreational  Tish  watching*  (U.S.  Department  of  Commerce.  Qur  Living 
Oceans.  1991).  The  National  Oceanic  and  Atmospheric  Administration  (NOAA).  in  the  U.S. 
Department  of  Commerce,  has  stewardship  over  the  nation's  fisheries  and  other  living  marine 
resources. 

These  same  fisheries,  however,  are  increasingly  being  depleted.  Overfishing,  especially,  is  a 
national  problem  that  not  only  threatens  fishery  resources,  but  also  results  in  a  large  economic 
waste.  Restoration  of  overfished  resources  could  account  for  significantly  greater  economic 
benefits;  for  example,  in  New  England  the  value  of  fisheries  production  could  be  increased  by  $350 
million  annually  and  14,000  jobs  could  be  recovered  if  depleted  groundfish  stocks  were  restored 
(Massachusetts  Offshore  Groundfish  Task  Force,  1990). 

It  is  therefore  critical  that  management  of  the  nation's  fisheries  tum  toward  systems  that  will  rebuild 
overfished  stocks  and  maintain  currently  productive  ones.  One  way,  used  successfully  in  other 
nations,  is  the  conversion  from  open  access  to  controlled  access  fisheries:  defining  "property  rights" 
through  such  techniques  as  Individual  Transferable  Quotas  (ITQs).  The  1990  implementation  of 
the  first  U.S.  ITQ  program  for  Atlantic  Surf  Clams  and  Ocean  Quahogs  and  subsequent  intense 
interest  by  the  Regional  Fishery  Management  Councils  in  controlled  access  processes  led  to 
NOAA's  sponsorship  of  the  four  studies  presented  in  this  series,  the  National  ITQ  Study  Report. 

The  purpose  of  the  studies,  wfhich  used  four  very  different  U.S.  fisheries  as  examples  spanning  a 
wide  range  of  situations  from  those  conducive  to  problematic  to  ITQs.  is  to  explain  the  general 
principles  of  ITQs  and  to  show  how  they  might  be  applied  to  specific  fisheries.  The  studies  are  not 
plans;  they  are  intended  only  to  help  guide  the  Councils  as  they  address  controlled  access  issues. 
They  offer  few  recommendations  and  no  allocation  schemes,  and  they  do  not  advocate  ITQs  over 
other  controlled  access  systems,  since  other  alternatives  were  not  examined. 
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EXECUTIVE  SUMMARY 

1.  The  ITQ  (Individual  Transferable  Quota)  Study  Program  was  organized 
to  present  information  on  the  principles  of  ITQ  management  and  on  how  those 
principles  can  be  applied  In  the  construction  of  ITQ  programs  for  various 
fisheries.  Separate  teams  consisting  of  Individuals  from  NMFS,  Councils,  and 
Academla  were  selected  to  study  the  North  Pacific  Croundfish  Trawl  Fishery,  the 
Gulf  of  Kexlco  Shrimp  Fishery,  the  South  Atlantic  King  and  Spanish  Mackerel 
Fishery,  and  the  Atlantic  Scallop  Fishery.  Between  them  these  fisheries  contain 
most  of  the  problems  faced  by  fisheries  managers  today.  Therefore,  many  of  the 
results  of  the  studies  will  be  applicable  to  other  fisheries  as  well. 

2.  ITQs  are  a  management  device  where  a  total  quota  is  divided  into  small 
parts  and  allocated  to  individual  participants.  These  individual  shares  can  be 
bought,  sold,  and  leased  so  that  the  individuals  have  flexibility  in  planning 
their  fishing  activities. 

3.  The  total  quota  addresses  Issues  of  long  term  productivity  of  fish 
stocks,  and  the  individual  quotas  provide  Incentives  to  natch  harvesting  capacity 
with  stock  productivity,  to  produce  a  quality  product,  and  to  protect  partici- 
pants' long  term  interests  by  cooperating  with  enforcement  efforts. 

4.  Potential  advantages  of  ITQs  include  increased  profits,  greater 
economic  stability,  improved  product  quality,  improved  safety,  reduced  gear 
conflicts,  elimination  of  the  race  to  fish,  by-catch  reduction,  reduced  gear 
losses,  an  improved  investment  climate,  mitigation  of  market  gluts,  and  reduction 
in  post-harvest  waste. 

Potential  disadvantages  of  ITQs  Include  Increased  high-grading,  under- 
reporting of  catch,  enforcement  costs  and  problems,  creation  of  a  rich  man's 
club,  changes  in  the  make  up  of  the  fishing  industry,  and  potential  inequities 
of  the  initial  allocation  of  quota.  A  more  detailed  general  introductory 
analysis  of  points  2,  3,  and  4  can  be  found  in  the  Appendix. 

5.  There  are  several  basic  Issues  that  have  to  be  faced  when  developing 
■n  ITQ  program.  They  include: 

Nature  of  the  property  right 
Management  units 

Determination  of  total  allowable  catch 
Monitoring  and  enforcement 
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Need  for  other  regulations 
Initial  allocation 

6.  There  are  many  options  for  addressing  each  of  these  Issues.  There  Is 
no  one  option  that  will  always  work  best  for  all  fisheries.  The  option  that  will 
work  best  will  depend  upon  the  biological,  economic,  and  cultural  aspects  of  the 
fishery  for  which  the  ITQ  program  Is  being  developed  as  well  as  on  the  management 
objectives  of  the  Council. 

7.  Restrictions  on  ownership  and  transferability  of  ITQs  normally 
increase  program  complexity  and  reduce  the  individual  participant's  flexibility. 
If  such  restrictions  are  to  be  considered,  it  is  Important  to  insure  that  the 
trade-off  in  terms  of  other  fisheries  management  objectives  achieved  is  worth  the 
costs  of  increased  complexity  and  the  reduced  gains  from  the  restricted 
flexibility. 

8.  ITQs  may  not  be  appropriate  for  all  fisheries.  Like  all  fisheries 
management  regimes,  they  have  their  shortcomings.  The  fundamental  question  is 
whether  or  not  an  ITQ  program  which  is  specifically  designed  for  a  particular 
fishery  can  achieve  the  management  objectives  of  that  fishery  better  than  any 
other  type  of  management.  The  purpose  of  the  four  studies  is  to  lay  the 
groundwork  for  designing  ITQ  management  programs  so  that  such  a  comparison  can 
be  made.  The  Executive  Summaries  of  the  studies  are  provided  in  Section  V  of 
this  document. 
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I.   INTRODUCTION 

In  July  of  1991  an  ITQ  (Individual  Transferable  Quota)  Working  Croup 
consisting  of  participants  from  NMFS,  Councils,  and  Universities  was  organized 
«inder  the  direction  of  Dr.  William  W.  Fox,  Jr.,  the  Assistant  Administrator  for 
Fisheries,  NOAA.  Its  purpose  was  to  help  explain  both  the  general  principles  of 
ITQa  and  how  they  night  be  applied  in  specific  fisheries.  The  motivation  for 
forming  the  group  was  to  make  sure  that  the  very  best  information  on  this 
relatively  new  type  of  fisheries  management  was  available  to  Councils  as  they 
developed  new  plans  and  amended  others.  Although  there  has  been  considerable 
discussion  and  much  vrriting  about  ITQs,  most  of  it  has  been  quite  general.  Thus, 
one  goal  of  this  study  was  to  summarize  this  material.  However,  the  most 
important  objective  was  to  take  the  next  step  and  to  apply  the  basic  principles 
by  investigating  how  ITQ  programs  could  be  developed  for  different  types  of 
fisheries. 

The  group,  which  was  under  the  overall  chairmanship  of  Lee  G.  Anderson,  of 
the  University  of  Delaware,  consisted  of  the  four  teams  listed  in  Table  1,  each 
of  which  focused  on  a  particular  fishery.  The  entire  group  met  in  August  to 
finalize  a  common  study  procedure.  While  all  teams  agreed  to  look  at  the  same 
general  issues,  it  was  determined  that  the  exact  topics  and  the  depth  of  coverage 
could  vary  depending  upon  the  biological.  Industrial,  and  managerial  situation 
of  the  particular  fishery  as  well  as  on  the  differing  amounts  of  work  that  had 
already  been  done  in  the  various  regions.  The  group  met  again  in  December  to 
review  and  critique  each  others  findings.  While  each  team  benefitted  from  the 
comments  of  the  entire  group,  the  team  members  were  the  final  authorities  on  the 
contents  of  their  reports. 

Each  report  is  meant  to  be  an  independent  document  •  prepared  by  people  who 
are  familiar  with  a  particular  fishery  •  especially  for  individuals  interested 
in  its  management.  The  alternative  of  preparing  one  large  document  which 
considered  all  four  fisheries  was  judged  to  be  inappropriate.  This  would  have 
simplified  the  preparation  of  the  discussion  of  the  general  principles,  but  it 
would  have  made  the  application  section  rather  cumbersome  with  detailed  analyses 
of  problems  which  do  not  apply  to  the  same  degree  in  all  fisheries.  The 
separation,  however,  has  made  it  necessary  to  have  some  repetition  in  the  four 
documents.  In  fact,  the  teams  have  exchanged  material,  and  in  some  cases  the 
exact  same  text  appears  in  several  of  the  reports. 
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TABLE  1 

ITQ  STUDY  TEAMS 


NORTH  PACIFIC  GROUNDFISH 
TRAWL  FISHERY 

Daniel  D.  Huppert 
University  of  Washington 

Lee  G.  Anderson 
University  of  Delaware 

Russell  Harding 
North  Pacific  Fishery 
Management  Council 


GULF  OF  MEXICO  SHRIMP  FISHERY 


Wade  L.  Griffin 
Texas  A&M  University 

Kenneth  Roberts 

Louisiana  State  University 

Antonio  B.  Lamberte 
Gulf  of  Mexico  Fishery  Management 
Council 

John  M.    Ward 

NOAA  National  Marine  Fisheries 

Service 

Holly  M.  Hendrlckson 
Texas  A&M  University 


SOUTH  ATLANTIC  KING  AND 
SPANISH  MACKEREL  FISHERY 

J.  Walter  Milon 
University  of  Florida 

Katharine  Wellman 
NOAA 

John  Gavrvln 

South  Atlantic  Fishery 
Management  Council 


ATL\NTIC  SCALLOP  FISHERY 


Jon  G.  Sutinen 

University  of  Rhode  Island 

Pamela  Mace 
Fisheries  Consultant 

James  Kirkley 

College  of  William  and  Mary 

Steven  Edwards 

NOAA  National  Marine  Fisheries 
Service 

William  Depaul 

College  of  William  and  Mary 
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It  Is  not  necessary  to  read  all  four  reports  to  understand  the  basics  of 
ITQs  and  how  they  can  be  applied  to  a  particular  fishery.  However,  there  are 
enough  nuances  in  the  various  fisheries  and  different  points  of  view  In  the 
different  teams  that  a  careful  study  of  all  docunents  should  be  worthwhile  for 
those  who  want  to  understand  all  aspects  of  ITQs.  This  Is  especially  true  for 
readers  interested  in  designing  ITQ  prograas  for  fisheries  which  have  coomon 
attributes  with  several  of  those  studied. 

The  purpose  of  this  overview  document  is  to  introduce  the  four  reports  by 
summarizing  the  main  points  covered.  Section  II  presents  a  very  brief  intro- 
duction to  the  concept  of  ITQs.  A  more  detailed  account  in  contained  in  each  of 
the  reports  and  in  the  Appendix  of  this  document.  Section  III  reviews  the  basic 
Issues  which  have  to  addressed  in  developing  ITQ  programs.  Where  possible  and 
appropriate  some  of  the  basic  options  for  confronting  the  issues  are  described. 
Each  of  these  Issues  and  the  pros  and  cons  of  the  options  for  addressing  then  are 
discussed  in  detail  in  the  four  studies,  although  the  depth  of  coverage  on  any 
issue  will  depend  upon  its  importance  to  the  fishery.  The  discussion  here  is 
meant  to  lay  the  groundwork  so  the  reader  can  better  appreciate  the  material  in 
the  studies.  This  overview  document  is  not  enough,  in  and  of  Itself,  to  describe 
how  ITQs  work.  Remember  the  most  Important  aspect  of  this  effort  is  to  take  the 
existing  general  information  on  ITQs,  fill  In  the  gaps,  and  show  how  it  can  be 
applied  to  specific  fisheries.  This  important  task  is  accomplished  in  the 
individual  studies.  Section  IV  summarizes  some  of  the  problems  that  are  unique 
to  each  of  the  particular  fisheries  in  the  hopes  that  lessons  learned  in  one 
study  can  be  useful  in  others.  The  final  section  contains  the  executive 
summaries  of  the  studies. 

II.   WHAT  AK£  ITQs? 

Uhlle  the  actual  construction  and  implementation  of  an  ITQ  program  is  a 
very  complex  process,  the  basic  idea  of  an  ITQ  program  is  quite  simple.  The 
three  words  •  individual,  transferable,  and  quota  -  which  comprise  the  tern  ITQ 
tell  the  whole  story,  although  it  is  most  useful  to  describe  them  in  a  different 
order. 
QUOTA 

An  ITQ  program  is  a  fisheries  management  technique  that  is  based  on  an 
annual  total  allowable  catch  (TAG)  .  Biological  concerns  for  the  current  size  of 


343 


the  fish  stock  and  for  how  It  will  change  over  time  are  addressed  by  Uniting  the 
total  amount  of  annual  fishing  mortality.  The  procedure  for  setting  the  annual 
TAG  in  an  ItQ  program  is  fundamentally  the  same  as  for  any  other  TAG  based 
management  regime. 
INDIVIDUAL 

Instead  of  an  open  race  for  the  TAG,  however,  an  ITQ  program  allocates 
shares  to  individual  participants.  Each  participant  is  given  the  right  to 
harvest  a  certain  amount  of  fish  each  year,  usually  as  a  percentage  of  the  TAG. 
The  basic  rational  for  individualized  quotas  la  to  Insure  that  the  TAG  Is 
maintained,  and  at  the  sane  time,  to  maximize  the  flexibility  and  Individual 
control  of  the  participants.  Most  fisheries  management  programs  allow  all 
interested  parties  to  participate  but  control  total  harvest  by  restricting  where, 
when,  and  how  they  operate.  The  basic  premise  of  ITQs  Is  to  regulate  the  amount 
each  participant  can  take  but  to  allow  them  to  catch  where,  when,  and  how  they 
want.  This  avoids  the  race  for  fish  which  exists  in  total  quota  fisheries  and 
also  the  complex  rules  used  in  fisheries  regulated  using  gear  restrictions,  or 
area  and  seasonal  closures.  Both  the  race  for  fish  and  the  complex  rules  can 
have  deleterious  effects  on  profit  or  satisfaction  of  participants  and  on  product 
quality.  While  ITQs  have  only  been  used  in  commercial  fisheries,  individual 
shares  could  also  be  granted  to  recreational  fishers. 
TRANSFERABLE 

To  Increase  the  flexibility  of  the  participants,  the  individual  quota 
shares  are  transferable.  Individuals  can  buy,  sell,  or  lease  the  right  to  catch 
the  fish.  This  allows  participants  the  freedom  to  operate  at  a  scale  which  they 
think  is  most  advantageous.  For  example,  people  can  buy  more  rights  if  they 
think  they  can  operate  more  efficiently  on  a  bigger  boat  or  if  they  can  obtain 
a  better  price  by  being  able  to  meet  purchase  orders  throughout  the  year. 
Alternatively,  people  can  sell  if  they  choose  to  run  a  smaller  operation,  or  they 
may  sell  out  completely  if  they  choose  to  retire  or  go  into  another  business. 
At  the  same  time,  new  participants  can  enter  the  fishery  by  buying  fishing 
rights. 

If  ITQs  are  granted  to  recreational  participants,  transferability  between 
commercial  and  recreational  users  would  increase  the  flexibility  of  both.  The 
problem  of  the  allocation  between  user  groups  at  any  point  in  tine  would  be 
determined  by  their  combined  actions. 


344 


In  summary,  ITQs  are  a  regulation  tool  that  can  simultaneously  address  the 
necessary  biological  aspects  of  management  and  avoid  some  of  the  problems  of 
traditional  management  techniques.  They  can  provide  operators  with  the  flexi- 
bility to  increase  their  profits  by  lowering  their  costs  (by  finding  the  most 
efficient  way  to  harvest  fish)  and  by  increasing  their  revenues  (by  selling  their 
products  at  those  times  and  in  those  markets  where  prices  are  higher) .  This 
flexibility  comes  from  the  fact  that  fishery  managers  do  not  have  to  tell  the 
harvester  how  to  operate.  The  manager's  Job  can  also  be  easier  because  he  or  she 
does  not  have  to  worry  about  derby  openings  or  about  trying  to  figure  out  ways 
of  keeping  the  catching  power  of  a  fishing  fleet  to  a  level  that  will  not 
overfish  the  stock.  By  facing  the  allocation  decision  at  the  outset,  the  dual 
questions  of  how  much  to  catch  and  who  can  catch  it  are  separated.  This 
separation  leads  to  a  system  which  can  provide  incentives  matching  the  fishing 
power  of  the  fleet  to  the  productivity  of  the  fish  stocks. 

This  is  not  to  say  that  ITQs  do  not  have  their  problems.  There  are  draw- 
backs, especially  in  certain  types  of  fisheries.  One  special  issue  is  that  ITQs 
are  a  new  and  fundamentally  different  way  to  manage  fisheries  even  though  similar 
concepts  are  used  in  other  types  of  resource  management.  The  potential  flaws 
will  be  discussed  below  and  are  covered  in  detail,  where  applicable,  in  the 
separate  studies. 

III.   THE  FUNDAMENTAL  ISSUES 

A.   The  Nature  of  the  Property  Right 

The  basic  differences  between  an  ITQ  program  and  traditional  management 
tools  are  the  "I"  and  the  "T" ,  the  individual  ownership  and  the  transferability. 
Although  the  basics  of  the  "I"  and  the  "T"  have  been  explained  above,  their  true 
character  is  much  more  complex.  The  exact  nature  of  the  ownership  right  can  have 
many  facets,  some  quite  subtle  and  others  very  overt.  The  nature  of  the  right 
can  be  changed  or  limited  to  accomplish  biological,  managerial,  or  cultural 
objectives  -  any  of  which  may  be  fully  within  the  purview  of  overall  fisheries 
management.  However,  one  conclusion  of  all  the  studies  is  that  it  is  important 
to  compare  what  is  being  gained  by  meeting  these  other  objectives  to  what  is 
being  lost  by  the  diminished  flexibility. 
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The  basic  Issues  concerning  the  nature  of  the  property  right  are  sununarlzed 
below.  The  fomate  will  be  to  describe  the  issue  and  then  to  present  a  one  or 
two  sentence  statenent  sunmarizing  the  various  points  of  view.  Finally  suggested 
options  to  address  the  issues  are  provided.  In  some  instances  there  nay  be  legal 
considerations  that  will  have  to  be  addressed  before  using  sone  options. 

Eligibility  To  Own 

Should  ai^  legal  entity  be  allowed  to  own  ITQ  or  should  ownership  be 
United  to  natural  persons?  On  the  one  hand,  preventing  corporations  froa 
participating  nay  help  naintaln  Industry  and  community  structure.  At  the  same 
time,  the  limited  flexibility  may  prohibit  ITQ  owners  the  opportunity  to  organize 
their  activities  to  their  best  advantage  and  this  may  adversely  affect  the  way 
the  Nation's  fish  stocks  are  used  to  accomplish  other  goals  stated  in  the  HFCMA. 
Options: 

o   Allow  any  legal  entity  the  right  to  own  ITQ  shares, 
o   Allow  only  persons  the  right  to  own  ITQ  shares. 

o   Establish  other  restrictions  on  eligibility  such  as  banning  foreign 
ownership. 

Duration  Of  Ownership  Right 

Should  the  ownership  right  be  permanent,  or  should  it  be  for  some  United 
period?  According  to  current  interpretations  of  the  KFCMA,  the  ownership  right 
at  most  can  be  guaranteed  only  as  long  as  the  management  plan  which  implemented 
the  ITQ  program  is  in  effect.  By  allowing  the  ownership  right  to  be  as  permanent 
as  current  policy  allows,  the  ITQ  owner  will  have  the  securest  possible  planning 
horizon  and  will  have  better  Incentives  to  make  efficient  Investments  in 
harvesting  and  processing  equipment  and  to  develop  market  channels.  On  the  other 
hand,  there  may  be  hesitations  to  make  long  term  plans  If  the  ITQ  share  may  be 
given  to  someone  else  at  a  later  date. 

However,  councils  nay  wish  to  set  limits  on  ownership  rights  to  maintain 
some  long  tern  control  over  the  fishery.  By  setting  a  term  of  X  years,  a  council 
will  have  the  opportunity  to  reassign  rights  If  it  feels  current  owners  are  not 
using  them  properly.  However,  doing  so  would  require  that  the  councils  face  the 
very  difficult  distributional  task  of  reallocating  the  rights  at  regular 
Intervals. 
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o   Ownership  rights  can  be  assigned  for  the  duration  of  the  ITQ  progran. 
o   Ownership  rights  can  be  assigned  for  fixed,  perhaps  renewable,  terns, 
o   Ownership  rights  can  be  temporary  Initially,  but  after  a  trial  period, 
Dade  pemanent. 

Transferability  I 

A  fundanental  Issue  is  whether  ITQ  rights  should  be  transferable  at  all. 
Some  would  argue  that  an  Individual  quota  makes  sense  because  It  allows  for 
better  biological  management,  but  that  making  the  rights  transferable  Is  not 
appropriate  because  It  is  a  permanent  and  free  (given  the  current  Magnuson  Act) 
consignment  of  a  public  resource  to  a  private  Individual.  If,  however, 
restrictions  on  transferability  are  permitted,  they  would  constrain  the 
flexibility  of  owners,  which  as  described  above  Is  one  of  the  potential 
advantages  of  ITQs.  Additionally,  with  no  transferability,  a  council  must  devise 
a  way  to  reallocate  the  ITQs  once  an  owner  has  died  or  retired  from  fishing. 
Without  transferability,  the  allocation  question  must  be  faced  over  and  over 
again. 
Options 

o   ITQs  can  be  fully  transferable  by  sale,  lease,  gift.  Inheritance  or 

through  joint -harvesting  arrangements. 
o   ITQs  can  be  sold  but  the  rights  to  catch  fish  In  any  one  year  cannot  be 

leased, 
o   ITQs  can  be  made  non- transferable.  The  Individual  who  receives  the  right 
Is  the  only  one  that  may  harvest  the  fish. 

Transferability  II 

Even  If  ITQs  are  to  be  transferable,  limitations  on  the  types  of  trades 
that  are  permitted  may  be  Justified  In  certain  circumstances.  The  Initial 
allocation  will  likely  Include  Individuals  who  differ  by  gear  type,  boat  size, 
firm  size,  type  of  final  product,  home  port,  etc.  Free  transferability  between 
all  such  Individuals  may  result  In  changes  In  the  Industrial  or  cultural  aspects 
of  the  fishery  which  the  council  may  wish  to  prevent.  Restrictions  on  transfers 
between  specified  groups  may  help  prevent  such  changes.  However,  they  will  also 
limit  the  flexibility  of  ITQ  owners  and  In  the  long  term  could  become  a  stifling 
Influence  on  the  development  and  utilization  of  the  fishery  as  a  whole. 
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Options 

o   Place  no  restrictions  on  the  transferability  of  ITQ  between  different 

groups  of  owners, 
o   Detemlne  critical  groupings  of  participants  and  prohibit  or  restrict 

purchases,  leases,  etc.  between  aeabers  of  these  groups. 

Ownership  Caps  and  Restrictions 

The  Magnuson  Act  speaks  directly  to  the  problea  of  creating  "excessive 
shares"  when  inplenentlng  ITQ  programs.  Although  there  is  no  clear  definition 
of  «rhat  an  excessive  share  is,  it  likely  refers  to  market  power  for  ex-vessel 
fish,  final  product,  or  even  ITQ  shares.  It  could  also  refer  to  the  general 
historical,  industrial,  and  cultural  make-up  of  the  fishery.  Councils  can  take 
specific  actions  to  address  these  Issues  or  they  may  determine  that  other 
applicable  laws  are  sufficient  for  doing  so.  For  example,  current  anti- trust  law 
addresses  problems  of  excess  market  power  in  any  Industry  including  fisheries, 
and  the  council  may  conclude  that  this  Is  adequate.  On  the  other  hand,  councils 
may  have  an  Interest  in  directly  addressing  such  issues  in  the  construction  of 
an  ITQ  program.  If  this  is  done,  however,  the  difficulties  of  defining  market 
power  and  of  measuring  the  gains  and  losses  of  various  actions,  such  that  they 
can  be  approved  as  part  of  a  management  plan,  should  not  be  underestimated. 
Options 

o   Place  caps  on  the  percentage  of  ITQs  for  a  particular  manageoent  plan  or 

for  a  particular  stock  within  a  nanagenent  plan  that  any  one  entity  can 

own. 
o   Place  other  restrictions  on  how  firms  or  individuals  can  combine  to 

harvest  the  ITQ.   For  example,  Halt  the  percentage  of  total  catch  that 

can  be  landed  by  one  boat  or  landed  in  one  port. 

B.  Management  Units 

Defining  the  management  unit  or  units  Is  an  Important  part  of  any  fisheries 
regulation  program.  This  is  no  less  true  with  an  ITQ  program.  A  management  unit 
in  an  ITQ  program  is  the  species,  stock,  or  aggregation  for  which  a  TAC  is 
specified  and  for  which  harvesting  rights  are  distributed.  In  the  Surf  Claa  and 
Ocean  Quahog  ITQ  program,  there  are  only  two  units:  Surf  Clams  throughout  their 
range  and  Quahogs  throughout  their  range.  At  the  other  extreme,  the  proposed  ITQ 
program  for  Alaskan  Sablefish  and  Halibut  has  many  management  units.  Each  stock 
is  broken  down  Into  several  geographic  areas. 
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Selecting  and  defining  the  Danagement  units  for  an  ITQ  prograa  Is  a  very 
Inportant  step.  The  success  of  the  program  can  depend  critically  on  how  well  It 
Is  done.  There  are  two  types  of  questions  pertaining  to  the  selection  and 
definition  of  the  management  units  that  must  be  answered. 

The  first  question  Is:  How  many  species  should  be  Included  In  the  program? 
If  different  species  are  biologically  or  commercially  related,  there  may  be 
grounds  for  managing  them  Jointly  under  the  ITQ  program.  Some  of  the  consid- 
erations that  need  to  be  addressed  are:  1.  Are  the  species  caught  as  a  by-catch 
or  a  directed  catch  with  the  same  gear  or  by  the  same  fleet?  2.  Are  there 
ecological  or  spawning  relationships  between  the  species? 

Care  must  be  taken  when  selecting  the  stocks.  There  are  two  types  of 
errors  that  can  be  made.  An  error  of  exclusion  occurs  when  a  species  that  Is 
closely  related  to  those  In  the  ITQ  program  Is  left  out.  This  can  make  it 
difficult  to  appropriately  manage  the  species  that  are  in  the  program  and/or  the 
one  that  is  left  out.  For  example,  if  the  catch  of  a  species  which  is  not 
covered  in  an  ITQ  program  has  a  significant  by-catch  of  a  species  which  Is 
included,  it  may  be  quite  difficult  to  account  for  by-catch  mortality. 

On  the  tother  hand  an  error  of  inclusion  occurs  when  a  minor  or  unrelated 
species  is  included  in  the  program.  Determining  and  enforcing  the  TAC  for  such 
a  species  can  Involve  more  work  and  managerial  repercussions  on  the  major  species 
than  the  gains  from  managing  the  minor  stock  are  worth. 

The  second  question  is:  How  should  each  of  the  Included  species  be 
classified?  There  may  be  several  stocks  or  geographically  distinct  units  of  the 
same  species.  If  so  it  may  be  appropriate  to  have  a  separate  TAC  for  each.  At 
the  other  extreme,  there  may  be  certain  groups  which  may  be  treated  as 
aggregations  for  management  purposes  even  though  they  are  technically  made  up  of 
separate  species.  Rockfish  in  Alaska  is  a  good  example.  These  aggregations  can 
have  a  Joint  TAC. 

Here  again  the  decisions  are  critical.  An  error  of  conglomeration  can 
occur  if  biologically  distinct  stocks  are  not  separated.  A  single  overall  TAC 
on  two  separate  stocks  may  put  too  much  pressure  on  one  stock  if  It  is  closer  to 
port  or  has  a  higher  catch  per  unit  of  effort.  On  the  other  hand,  an  error  of 
specificity  may  occur  if  the  different  species  are  divided  into  too  many  stocks 
because  the  program  can  become  unwieldy  and  difficult  to  manage. 
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There  is  definitely  a  trade-off  in  answering  these  two  questions.  The 
larger  the  nunber  of  stocks  that  are  included  in  the  prograa,  the  nore  inclusive 
the  systea  will  be  and  the  lower  will  be  the  need  for  a  separate  manageaent 
progran  to  handle  species  and  stocks  not  included.  And,  the  nore  finely  the 
quota  share  stocks  are  geographically  defined,  the  easier  It  will  be  to  focus 
■anagement  on  sore  narrowly  defined  species  or  species  groups  if  there  are 
biological,  technological,  or  distributional  reasons  for  doing  so.  However,  the 
larger  the  number  of  area  divisions,  the  nore  complex  and  difficult  it  will  be 
to  nanage  the  ITQ  program.  There  will  be  more  TACs  to  set,  and  the  monitoring 
program  will  have  be  able  to  distinguish  landings  according  to  the  stock  from 
which  they  were  harvested. 

C.  The  Detenalnatlon  of  the  Total  Allowable  Catch 

Because  the  TAG  is  the  main  biological  cooponent  of  an  ITQ  progran,  it  is 
essential  that  it  is  set  with  care.  TACs  are  used  in  many  other  types  of 
fisheries  management  programs,  whether  as  actual  binding  limits  or  as  Implicit 
or  explicit  targets  to  be  achieved  using  gear  restrictions,  season  closures, 
etc..  For  the  most  part,  the  rules  and  procedures  for  developing  TACs  under 
other  programs  can  apply  under  ITQ  programs  as  well.  The  basic  idea  is  to  set 
a  total  fishing  mortality  level  that  is  a  balance  between  what  can  be  taken  this 
year  and  what  should  remain  to  grow  and/or  reproduce  for  future  years. 
Application  of  this  principle  will  vary  according  to  the  population  dynamics  and 
the  current  status  of  the  stocks  under  consideration. 

There  are  some  facets  of  TAC  determination  under  an  ITQ  program  that  merit 
special  consideration.  One  very  important  issue  is  the  definition  of  the  harvest 
right  especially  when  TACs  will  likely  vary  from  year  to  year.  The  right  to 
harvest  cannot  be  defined  in  terms  of  a  constant  amount  of  fish  each  year.  In 
the  extreme  case  this  would  mean  that  the  TAC,  which  by  definition  is  the  sum  of 
the  individual  quotas  of  all  participants,  could  never  change.  The  right  to 
harvest  a  particular  stock  must  depend  upon  the  current  productivity  of  the 
stock.  Therefore  ITQ  programs  work  better  if  the  Individual  rights  are  defined 
in  terms  of  a  percentage  of  the  TAC.  As  the  TAC  goes  up  or  down  according  to 
biological  conditions,  the  individual  right  to  harvest  in  terms  of  actual  catch 
will  vary  accordingly. 
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Another  Issue  Is  how  to  set  TACs  In  those  fisheries  which  have  not 
previously  used  them.  In  newly  developing  fisheries,  the  accumulated  biological 
data  may  not  be  deemed  sufficient.  In  other  fisheries,  current  management  may 
be  based  on  the  notion  that  biological  issues  can  be  addressed  without  using 
TACs.  With  scallops,  the  assumption  is  that  appropriately  enforced  meat  count 
limits  will  be  sufficient  to  protect  the  stock  so  TACs  have  not  been  used.  They 
have  not  been  used  with  shrimp  either  because  shrimp  are  essentially  an  annual 
crop  the  size  of  which  can  vary  depending  upon  factors  other  than  the  number  of 
spawners,  and  so  recruitment  overfishing  is  unlikely. 

If  ITQs  are  to  be  used  In  these  situations,  the  relevant  question  Is:  Are 
the  gains  from  a  reduced  race  for  fish  and  Increased  flexibility  of  participants 
worth  the  effort  and  possible  drawbacks  of  Instituting  TACs?  In  developing 
fisheries,  is  the  best  Information  available  sufficient  to  draw  the  balance 
between  setting  TACs  too  high  and  adversely  affecting  future  catches  and  setting 
them  too  low  so  that  current  harvests  are  not  unduly  restricted?  With  scallops, 
can  TACs  be  set  that  achieve  the  biological  objectives  as  efficiently  as  aeat 
counts?  With  shrimp  can  a  TAC  policy  be  established  which  can  estimate,  with 
in-season  adjustments  If  appropriate,  the  amount  of  blomass  available  for 
harvest?  These  issues  are  addressed  In  detail  In  the  separate  studies  and 
summarized  below  In  Section  IV  entitled  Special  Considerations. 

Another  consideration  pertaining  to  TAC  setting  Is  the  relationship  between 
TAC  determination  and  the  other  components  of  the  ITQ  program.  As  discussed 
above,  there  are  a  wide  range  of  Issues  to  be  considered  In  selecting  the  nuaber 
and  make-up  of  the  management  units,  and  one  that  deserves  special  mention  Is  the 
basis  for  determining  a  TAC.  Put  simply,  there  needs  to  be  sufficient  theory  and 
data  to  set  a  credible  TAC  for  a  certain  species  In  a  specified  geographical 
area.  If  the  problem  Is  a  lack  of  data,  it  can  potentially  be  overcome. 
However,  If  the  management  unit  Is  defined  purely  on  political  grounds,  the 
problem  of  a  credible  TAC  will  remain.  In  summary,  another  drawback  to  expanding 
the  number  of  management  units  Is  the  Increased  data  needs  and  work  load  of 
setting  one  more  TAC. 

The  setting  of  TACs  can  also  be  related  to  certain  enforcement  problems. 
If  It  Is  likely  that  hlghgrading  and  by-catch  discards  will  result  In  fishing 
mortality  that  Is  significantly  different  than  landings,  and  If  there  are  no 
other  satisfactory  ways  of  correcting  for  this,  adjustments  In  TACs  may  be 
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appropriate.  For  example,  If  participants  can  be  expected  to  discard  snaller 
less  valuable  fish  of  a  particular  species  and  if  the  smaller  fish  normally 
represent  lOX  of  the  catch,  the  TAC  can  be  reduced  by  lOX  of  what  It  otherwise 
would  have  been. 

More  detail  on  the  determination  of  TACs  la  provided  both  in  Section  IV 
below  and  in  the  separate  studies. 

D.   Monttorlne  «nd  Enforcement 

A  fisheries  management  program  Is  only  as  good  as  its  monitoring  and 
enforcement  system.  This  Is  as  true  of  ITQs  as  of  other  types  of  management. 
However,  there  will  be  some  fundamental  differences  In  the  formulation  and 
operation  of  a  suitable  monitoring  and  enforcement  system  for  an  ITQ  program. 
ITQs  are  like  any  other  TAC  based  program  In  that  there  must  be  a  way  to  monitor 
total  harvest  and  to  ensure  that  It  does  not  surpass  the  TAC.  In  addition, 
however.  It  Is  necessary  to  monitor  the  harvest  of  each  participant  and  to  ensure 
that  It  does  not  surpass  his  or  her  current  Individual  quota  level.  With 
transferability.  It  Is  also  necessary  to  keep  track  of  the  current  amount  of 
Individual  quite  owned  by  each  participant.  While  these  extra  burdens  may  seem 
formidable,  it  Is  necessary  to  evaluate  an  ITQ  management  and  enforcement  system 
relative  to  those  of  other  types  of  management  programs  and  relative  to  the 
potential  management  benefits  of  an  ITQ  program.  Will  overall  monitoring  and 
enforcement  costs  be  higher  or  lower?  Even  if  the  costs  are  higher,  are  the 
accomplishments  of  ITQ  management  worth  it? 

The  successful  operation  of  an  ITQ  program  requires  that  the  monitoring 
system  be  seen  as  being  capable  of  detecting  abuse.  Participants  must  be 
confident  that  others  can  not  beat  the  system  and  thus  diminish  the  value  of 
their  rights.  In  addition  the  participants  must  also  know  that  the  system  will 
detect  any  misconduct  on  their  own  part  so  incentives  to  cheat  will  be  small. 
However,  this  does  not  necessarily  mean  that  every  fish  brought  to  the  dock  and 
every  landings  report  filed  must  be  personally  inspected  by  an  enforcement 

officer. 

In-person  Inspections  will  still  be  important  aspects  of  an  ITQ  monitoring 
system,  but  its  ultimate  success  will  require  a  computerized  system  of  electronic 
reporting  and  data  management.  In  addition,  there  must  be  at  least  two  sources 
of  Information  for  any  transaction.   For  example,  both  the  harvester  and  the 
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first  fish  receiver  oust  fill  out  Independent  landing  forms  that  can  subsequently 
be  double  checked  against  each  other.  Slnllarly  a  transfer  of  Individual  quota 
froD  one  person  to  another  must  be  verified  In  writing  by  both  parties.  The 
computer  system  should  have  a  series  of  tests  that  can  be  run  frequently  to 
verify  the  accuracy  and  consistency  of  reported  landings  and  trades. 

The  work  of  monitoring  agents  will  change  under  an  ITQ  program.  The 
emphasis  will  shift  from  checking  the  day  to  day  operations  of  the  fleet  to 
monitoring  catch  levels.  It  Is  unclear  whether  the  actual  amount  of  monitoring 
activity  or  Its  cost  will  Increase  or  decrease  with  an  ITQ  program.  Depending 
upon  the  circumstances,  it  Is  likely  that  at-sea  monitoring,  which  can  be  very 
expensive,  can  be  significantly  reduced.  On  the  other  hand  the  amount  of  book- 
keeping  type  activities  will  likely  be  Increased.  Concurrently,  because 
participants  have  a  long  term  Interest  In  protecting  their  harvest  rights,  they 
will  be  more  Inclined  to  adhere  to  the  rules  and  to  assist  agents  In  detecting 
abuse  from  others. 

Permits  for  both  harvesters  and  processors  will  likely  be  a  crucial  part 
of  an  ITQ  monitoring  system.  These  permits  should  be  available  to  any  Interested 
party  at  a  nominal  fee.  A  fisherman  would  be  required  to  obtain  a  harvesters 
permit  In  order  to  own  or  lease  ITQs.  Any  harvesting  activity  would  be  recorded 
against  the  harvesting  permit  number.  Processors  would  be  required  to  obtain  a 
fish  receivers  permit  In  order  to  buy  fish  landed  under  the  ITQ  program.  All 
purchasing  and  processing  activity  would  be  recorded  against  the  fish  receivers 
permit  number.  The  idea  behind  a  permit  program  for  processors  Is  two-fold. 
First,  It  provides  for  the  double  entry  system  that  Is  necessary  to  establish 
proper  supervision.  Second,  It  provides  for  a  broader  based  enforcement  program. 
If  processors  have  to  show  that  fish  in  their  possession  was  legally  harvested, 
they  will  be  very  careful  from  whom  they  buy.  If  they  will  not  buy  Illegal  fish, 
there  will  less  incentive  for  ITQ  owners  and  non-owners  alike  to  bring  in  non- 
quota fish. 

Penalties  for  non-compliance  should  be  firmly  established,  rigorously 
enforced  and  severe  enough  to  encourage  compliance.  For  intentional  and  rampant 
cheating,  there  should  be  provision  to  revoke  harvesting  or  fish  receiving 
permits  and  even  to  confiscate  the  basic  ITQ  harvesting  right. 

Detailed  suggestions  of  ways  to  design  the  monitoring  and  enforcement 
programs  In  specific  cases  are  provided  in  the  four  separate  studies. 
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E.   OTHER  REGULATIONS 

The  hearc  of  an  ITQ  progran  is  the  TAC.   If  properly  enforced,  It  will 

Ideally  address  all  conservation  Issues.  However,  it  Is  not  hard  to  conceive  of 

Instances  where  conservation  issues  are  not  satisfactorily  addressed  in  a  basic 

ITQ  prograa.  The  following  are  illustrations. 

o  A  stock  nay  be  especially  vulnerable  to  exploitation  in  a  particular 
location  or  during  a  particular  season.  If  this  is  the  case,  there  aay 
still  be  incentives  for  ITQ  owners  to  gear  up  to  make  their  catches  at 
these  tines  or  locations  so  as  to  lower  their  costs.  There  will  still  be 
a  race  for  catch,  although  it  will  be  limited  to  fewer  participants. 

o  If  the  TAC  for  one  species  is  taken  in  a  particular  area,  during  a 
particular  season,  or  with  a  certain  type  of  gear  or  fishing  method,  the 
by-catch  or  discard  mortality  of  other  TAC  species  may  higher  than  would 
otherwise  be  the  case. 

o  Individuals  in  a  particular  stock  may  exhibit  high  growth  rates  over  a 
season  such  that  the  bionass  and  value  increases  if  a  fish  is  taken  later 
in  the  season. 

o  Fishing  in  nursery  grounds  or  during  spawning  periods  nay  have  larger 
effects  on  future  stock  sizes  than  taking  equivalent  catches  at  other 
times  or  places. 

If  these  or  other  situations  occur,  the  actions  of  individuals  trying  to 
maximize  their  profits  from  their  ITQs  may  result  in  harvesting  patterns  which 
do  not  optinally  utilize  the  long  term  productive  capacity  of  the  stocks.  In 
short,  the  TACs  will  not  always  address  all  of  the  biological  concerns,  and  In 
such  instances,  it  may  be  worthwhile  to  consider  supplemental  regulations. 

The  exact  additional  measures  that  will  be  worthwhile  to  institute,  if  any, 
will  depend  upon  the  particular  circumstances  of  the  fishery.  A  suggested 
approach  for  addressing  these  problems  is: 

1.  Describe  exactly  the  conservation  problem  that  will  not  be  addressed 
by  a  basic  ITQ  progran. 

2.  List  possible  ways  in  which  the  ITQ  prograa  can  be  modified  so  as  to 
solve  the  problem. 

3.  List  possible  supplemental  regulations  that  will  address  the  problems. 

4.  Determine  which  of  the  potential  solutions  derived  in  Items  2  and  3 
best  addresses  the  problem  and  specify  a  modified  ITQ  progran  which 
incorporates  these  additional  rules  or  procedures. 
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5.  Compare  the  basic  ITQ  program  with  the  modified  ITQ  program  to  deter- 
mine which  one  most  adequately  addresses  the  management  objectives. 
If  the  modified  one  Is  Judged  superior  It  should  be  adopted;  If  not, 
Che  basic  program  should  be  used  (assuming  that  an  ITQ  program  Is  to 
be  used).  The  basic  Issue  is  to  make  sure  that  the  modifications  do 
not  introduce  problems  worse  than  those  they  solve. 

Consider  the  case  where  there  are  nursery  grounds  or  spawning  periods  where 
harvests  can  have  significant  long  tern  effects.  If  the  quality  of  the  flesh  or 
the  product  recovery  rate  falls  during  spawning,  this  may  not  be  a  problem 
because  ITQ  owners  may  not  want  to  use  their  ITQs  on  lower  valued  fish.  However, 
if  costs  are  reduced  by  fishing  spawning  aggregations  or  if  the  roe  Is 
commercially,  valuable,  there  may  be  Incentives  to  harvest  spawning  fish  rather 
than  at  other  times  of  the  year  which  may  create  a  potential  problem  for  optimal 
utilization  of  the  long  term  productivity  of  the  stock. 

The  problem  could  be  addressed  within  an  ITQ  program  by  adjusting  the  TAC 
level.  Or  it  may  be  possible  to  assign  coefficients  that  would  transfer  catches 
at  different  times  of  the  year  into  equivalent  terms  with  respect  to  future  stock 
sizes.  For  example,  each  ton  of  fish  harvested  during  the  spawning  period  could 
count  as  1.5  tons  of  fish  harvested  during  other  periods  of  the  year.  This  would 
allow  Individuals  the  flexibility  to  operate  when  they  wanted,  but  it  would  force 
them  to  consider  the  long  range  effect  of  their  decisions.  This  adjustment  would 
Increase  management  costs.  Research  would  be  necessary  to  calculate  the 
appropriate  coefficients,  and  enforcement  would  become  more  complex  and  perhaps 
more  expensive. 

The  problem  could  also  be  addressed  by  adding  a  supplementary  regulation 
that  fishing  not  be  allowing  in  spawning  areas  or  during  spawning  periods.  This 
would  likely  be  easier  to  enforce  but  its  inherent  lack  of  flexibility  may  reduce 
the  potential  gains  to  individual  operators  that  ITQs  can  provide.  It  is 
important  to  make  sure  that  the  gains  that  are  provided  in  an  ITQ  program  are  not 
taken  back  by  supplemental  restrictions  unless  it  can  clearly  be  shown  that  the 
overall  gains  are  greater  than  the  costs. 

The  ultimate  questions  are  which  of  the  two  modifications  best  addresses 
the  problem  and  if  it  Is  adopted,  does  it  provide  an  overall  Improvement  In  the 
system  as  a  whole?  The  answer  will  depend  upon  the  exact  biological,  economic, 
and  institutional  characteristics  of  the  fishery  involved. 
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F.   Initial  Allocation 

The  Initial  allocation  of  quota  shares  to  Individuals  Is  obviously  very 
laportant.  It  will,  for  the  most  part,  determine  who  gets  the  gains  from  an  ITQ 
program.  It  will  determine  who  will  be  the  initial  participants  in  the  fishery. 
How  future  participants  will  be  determined  depends  upon  the  rules  for 
transferability  and  the  duration  of  the  ownership  rights.  The  importance  of  this 
decision  notwithstanding,  for  the  most  part  the  initial  allocation  issue  is 
independent  of  other  components  of  an  ITQ  program.  It  is,  after  all,  a  once-and- 
for-all-step.  Given  flexible  transferability  rules  and  non-expiring  ownership 
rights,  allocation  decisions  only  have  to  be  made  once.  In  order  to  maintain  a 
balanced  focus  when  considering  ITQs,  the  independence  of  the  initial  allocation 
question  from  the  other  five  fundamental  issues  (items  A-E)  should  be  high- 
lighted. Otherwise,  it  is  possible  that  the  distributional  Issues  will 
unnecessarily  cloud  or  over-shadow  the  discussions  of  other  important,  but 
basically  independent  issues. 

There  are  literally  an  infinite  number  of  Initial  allocation  options  that 
will  be  acceptable  under  the  HFCMA  and  it  is  not  possible  to  list  and  discuss  all 
of  them  here'.  Similarly  there  are  a  large  number  of  ways  that  the  initial 
allocation  can  be  made  in  each  of  the  four  fisheries  and  it  is  also  not  possible 
to  give  a  succinct  summary  of  these  methods  here.  One  common  thread  in  each 
study,  however,  was  that  they  were  developed  by  answering  the  following 
questions. 

1.  Vlll  the  rights  be  sold  or  given  away?  If  the  rights  are  to  be  sold, 
will  it  be  by  an  auction,  by  sealed  bids,  or  by  some  other  means,  and 
will  existing  participants  be  given  a  preference? 

2.  If  the  rights  are  to  be  given  away,  how  will  the  pool  of  recipients  be 
selected? 

3.  Once  the  pool  of  recipients  has  been  selected,  on  what  basis  will  the 
quota  shares  be  distributed  among  them? 

4.  Vill  the  quota  shares  be  based  solely  on  the  definition  of  quota  share 
stocks,  or  will  they  be  further  sub-divided  by  vessel  category,  gear 
type,  or  some  other  classification? 

Under  existing  laws,  rights  can  only  be  given  away.  Auctions  or  other 
means  of  collecting  some  of  the  rents  that  may  be  created  with  ITQs  are  currently 
prohibited.   However,  because  certain  Individuals  have  expressed  interest  in 
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considering  the  ranlflcatlons  of  changing  these  aspects  of  the  MFCMA,  several  of 
the  studies  discuss  In  some  detail  alternative  procedures  for  Initial  allocation 
as  well  as  various  aspects  of  the  definition  and  collection  of  rent  from  nanaged 
fisheries . 

The  pool  of  recipients  has  typically  been  chosen  on  the  basis  of  past 
participation  in  the  fishery.  Historical  catch  and  vessel  size  or  other 
Indicators  of  investment  are  the  most  common  basis  of  distributing  quota  shares 
among  this  pool.  For  the  Halibut  and  Sableflsh  ITQ  program,  the  North  Pacific 
Council  has  divided  the  individual  quotas  into  vessel  share  classifications,  but 
this  has  not  normally  been  the  case  In  other  ITQ  programs.  More  detail  on 
general  aspects  of  Initial  allocation  and  suggestions  for  applying  then  are 
presented  In  the  four  separate  studies. 

IV.   SPECIAL  CONSIDERATIONS 

In  preparing  the  studies  on  the  four  fisheries,  each  of  the  Issues  In  the 
above  section  were  addressed,  although  the  coverage  varied  In  relation  to  the 
severity  of  the  problems  they  posed  In  the  respective  fisheries.  The  purpose  of 
this  section  Is  to  briefly  discuss  some  of  the  Issues  that  necessitated  special 
consideration  for  each  fishery. 

Alaskan  Groundflsh 

The  Alaskan  Groundflsh  Fishery  Is  a  very  complex  fishery.  The  stocks  are 
related  to  one  another  In  various  ways  through  the  ecosystem  and  through  the 
actions  of  the  fishing  Industry.  Additionally,  the  groundflsh  management  program 
has  been  developed  on  top  of  programs  for  other  stocks  which  have  been  managed 
for  much  longer  periods  of  time,  most  notably  halibut,  salmon,  and  crab.  One  of 
the  real  challenges  of  building  an  ITQ  program  for  this  fishery  Is  to  coordinate 
It  with  these  other  programs.  In  many  Instances,  the  flexibility  of  ITQs  may 
alleviate  problems,  while  It  others  it  may  make  things  more  confusing. 

The  stock  selection  problem  Is  very  critical  to  the  Alaska  Groundflsh 
fishery,  because  of  the  many  stocks  Involved  and  achieving  a  balance  between 
potential  errors  of  exclusion  and  Inclusion  and  of  conglomeration  and  specificity 
will  be  a  demanding  challenge.  Enforcement  will  also  be  difficult.  Keeping 
track  of  the  individual  harvests  of  so  many  participants  will  require  a  well 
developed  computer  assisted  system.   It  will  also  be  necessary  to  ensure  that 
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hlghgradlng,  by-catch,  and  nultl-specles  harvesting  doea  not  lead  to  over- 
harvesting  of  the  Individual  TACs. 

Gulf  Shrimp 

There  are  two  very  significant  Issues  to  consider  In  designing  an  ITQ 
prograa  for  Gulf  Shrimp.  One  Is  the  basis  for  determining  a  TAG  and  the  other 
Is  how  to  design  an  ITQ  prograa  which  can  operate  with  the  large  number  of 
participants. 

There  are  two  questions  relating  to  TACs  in  Gulf  Shrimp.  Why  set  one?  How 
can  one  be  set?  Shrimp  Is  an  annual  crop,  the  size  of  which  Is  not  directly 
related  to  the  harvesting  pressure  In  previous  years.  A  natural  question, 
therefore.  Is  why  should  there  be  a  limit  on  harvest  In  any  given  year?  Limiting 
harvest  In  one  year  will  reduce  benefits  that  year  but  will  not  likely  have  a 
positive  effect  on  catch  next  year.  This  Is  a  valid  point,  but  framing  the 
question  this  way  Ignores  many  other  Important  considerations.  For  Instance, 
although  total  effort  In  the  Gulf  Shrimp  fishery  has  been  Increasing  steadily  in 
the  recent  past,  total  catch  has  not  increased  proportionately.  In  fact,  for  the 
past  few  years,  total  catch  has  leveled  off.  There  are  indications  that  total 
effort  could  be  substantially  reduced  without  significantly  affecting  total 
annual  catch. 

Although  Increased  effort  has  not  increased  catch,  it  has  Increased  the 
difficulties  of  managing  the  fishery.  For  example,  Inshore  closures  are  harder 
to  enforce  the  more  boats  there  are.  In  addition,  the  Incidental  harvest  of 
turtles  and  finfish  is  likely  to  be  proportional  to  total  effort  even  if  total 
shrimp  harvest  is  not.  Put  simply,  a  reduction  in  total  potential  effort  could 
reduce  many  of  the  fishery's  other  management  problems. 

But  the  issue  Is  more  Involved  than  Just  Inshore  closures  and  by-catch. 
It  is  also  important  to  look  at  the  problem  of  waste  from  a  broader  perspective. 
On  the  one  hand,  having  a  system  which  may  allow  some  shrimp  to  die  unharvested 
undoubtedly  Involves  a  waste  of  fish.  On  the  other  hand,  a  system  which  can 
harvest  the  very  last  shrimp  even  in  peak  years  will  also  have  waste.  When 
average  years  come,  the  fleet  cannot  be  fully  utilized  and  that  Is  a  waste  of 
fishing  capacity. 
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An  advantage  of  an  ITQ  system  la  that  it  can  address  both  types  of  vaste. 
If  Individuals  know  that  they  have  a  right  Co  a  share  of  the  available  harvest, 
they  will  be  motivated  to  build  their  harvesting  capacity  such  that  they  can  sake 
the  most  of  the  good  years,  and  at  the  same  tine  not  suffer  large  losses  in 
medium  or  bad  years.  There  will  not  be  a  race  to  catch  fish,  so  ITQ  owners  can 
plan  where,  when,  and  how  to  take  his  or  her  share.  Concurrently,  by-catch 
problems  can  potentially  be  reduced  because  a  smaller  amount  of  effort  applied 
at  different  times  and  In  different  locations  will  be  used  to  take  the  allowable 
catch. 

Based  on  the  notion  that  a  TAC  program  can  be  Jttstlfled  even  with  a  short 
lived  species,  the  shrimp  team  developed  a  method  for  specifying  a  TAC  and  for 
making  mid-season  upward  adjustments  when  appropriate.  The  method  Is  based  on 
a  weighted  average  of  historical  catches  and  full  details  are  presented  In  the 
report.  Using  hlnd-castlng,  the  TACs  determined  by  this  method  were  very  close 
to  the  actual  amount  of  catch  In  previous  years. 

The  method  Is  not  perfect  and,  If  adopted,  would  have  to  be  updated  to  take 
Into  account  changes  In  harvest  patterns  that  would  occur  as  a  result  of  ITQs. 
Regardless,  the  study  demonstrates  that  procedures  can  be  found  to  set  and  adjust 
the  TAC  so  that  both  problems  of  waste  are  directly  addressed.  Given  more  time. 
It  Is  likely  that  a  better  procedure  will  be  developed. 

The  large  number  of  participants  In  the  shrimp  fishery  presents  a  serious 
problem  for  any  type  of  fisheries  management  Including  ITQs.  The  shrimp  team 
suggested  that  one  way  to  address  this  problem  Is  to  adopt  some  of  the  principles 
of  CO -management.  Co-management  Is  a  concept  where  Industry  and  government  work 
together  In  developing  and  Implementing  fisheries  management.  Although  this  Is 
an  Implied  part  of  the  council  system,  co-management  grants  more  power  to,  and 
extracts  more  obligations  from,  Industry. 

It  Is  Important  to  realize  that  co-management  and  ITQs  are  not  the  same 
thing.  There  are  many  ITQ  programs  without  co-management,  and  there  are  many  co- 
management  programs  that  do  not  Involve  ITQs.  The  team  felt  that  using  co- 
management  might  be  a  useful  way  of  bringing  the  Industry  Into  the  development 
and  operation  of  an  ITQ  program  and  that  such  participation  would  help  to  make 
the  program  successful. 
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Mackerel 

Setting  up  an  ITQ  progran  for  the  commercial  sector  of  the  King  and  Spanish 
Mackerel  fishery  would  be  a  moderately  difficult  task  which  could  be  made  less 
arduous  by  following  and  appropriately  adapting  the  pattern  used  In  the  wreckflsh 
fishery.  The  really  challenging  part  comes  when  the  recreational  sector  Is 
Included. 

An  advantage  of  an  all -encompassing  ITQ  progran  Is  that  It  would  be 
possible  to  create  tradable  quota  shares  for  both  recreational  and  commercial 
flsheraen  In  such  a  manner  that  the  importance  of  historical  participation  and 
fishing  practices  of  each  group  Is  recognized.  The  users  themselves  could 
subsequently  determine  the  most  desirable  allocation  of  the  stocks.  Recreational 
fishers  could  buy  and  sell  from  each  other  or  from  commercial  operators. 
Commercial  fishermen  would  have  the  same  options.  The  problem,  of  course,  is  to 
set  up  a  system  that  can  address  the  attributes  of  recreational  fishing  that  are 
very  different  from  commercial  fishing,  the  most  Important  of  vhlch  is  many 
participants  land  relatively  small  amounts  of  fish  at  a  large  number  of 
locations. 

With  two  types  of  users,  there  are  special  ramifications  for  the  definition 
of  the  nature  of  the  property  right.  The  team  concluded  that  it  will  likely  be 
necessary  to  distinguish  between  the  right  to  harvest  for  sale  and  the  right  to 
harvest  for  recreational  purposes.  Special  rules  for  who  can  own  each  kind  of 
right  and  for  how  the  harvest  rights  can  be  convertible  from  one  type  to  another 
will  also  be  required.  The  problem  of  transferability  which  must  be  faced  in  all 
ITQ  fisheries  is  made  more  difficult  by  the  convertibility  issue. 

Scallops 

Technically,  the  Atlantic  Sea  Scallop  fishery  Is  an  ideal  candidate  for 
ITQs.  Like  Surf  Clams  and  Quahogs ,  scallops  do  not  move  and  It  is  relatively 
easy  to  estimate  the  status  of  the  stocks.  However,  there  are  still  some  very 
Important  points  that  must  be  addressed  If  a  successful  ITQ  program  Is  to  be 
developed.  For  one  thing,  ITQs  represent  a  significant  change  In  the  funda- 
mentals of  management.  There  Is  a  large  difference  between  an  open-access 
fishery  regulated  by  meat  count  and  by  an  ITQ  system.  The  day  to  day  operations 
of  the  Industry  as  well  as  all  aspects  of  management  including  enforcement  and 
biological  research  would  be  changed  in  some  very  basic  ways. 
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Sone  of  the  other  specific  problems  which  will  need  to  be  addressed  are 
slallar  to  those  faced  In  the  other  fisheries.  There  Is  the  question  of  how  aany 
separate  stocks  to  use  as  basic  management  units.  It  will  also  be  necessary  to 
determine  a  way  to  specify  the  TAG  for  whatever  management  units  are  \iscd. 
Although  TACs  are  used  in  other  scallop  fisheries  around  the  world,  they  have  not 
been  used  in  this  fishery.  Methods  must  be  developed  which  insure  the 
biological  safety  of  the  stocks. 

There  la  also  the  problem  of  how  to  handle  different  product  forms.  The 
TAC  and  the  individual  quotas  will  likely  be  defined  in  terns  of  blomass,  but  the 
harvest  can  be  landed  in  the  shell  or  shucked.  As  a  result,  it  is  necessary  to 
find  a  way  to  balance  catch  against  individual  quota  that  is  fair  to  those  who 
shuck  and  those  who  do  not,  and  at  the  sane  time  that  does  not  allow  the  amount 
of  actual  fishing  mortality  to  exceed  the  TAC.  Although  the  fisheries  are  very 
different  in  other  ways,  the  Alaska  Groundfish  fishery  faces  this  same  problem 
when  some  of  the  fish  are  processed  at  sea. 

V.   EXECUTIVE  SUMMARIES 

ATASKA  GROUNDFISH  EXECUTIVE  SUMMARY 

The  groundfish  fishery  in  the  EEZ  off  Alaska  has  the  greatest  geographic 
coverage  and  the  largest  potential  annual  landings  (over  3  million  metric  tons) 
of  all  the  fisheries  examined  in  this  study.  Before  the  MagnusonAct,  these  vast 
groundfish  stocks  (aside  from  the  high-priced  Pacific  halibut)  were  harvested  by 
foreign  fleets  from  Japan,  Russia,  and  eastern  Europe.  During  the  decade  of  the 
1980s,  rapid  growth  in  U.S.  fishing  capacity  resulted  in,  first,  replacement  of 
foreign  trawling  by  U.S.  catcher  boats  engaged  in  Joint  Venture  fishing;  and, 
second,  replacement  of  most  joint  venture  fishing  with  a  fully  domestic  fishery. 
The  off-shore  sector  of  the  domestic  fishery  expanded  rapidly  with  the  con- 
struction and  conversion  of  dozens  of  at-sea  processing  vessels  (factory  trawlers 
and  mothershlps).  Onshore  groundfish  processing  plants  are  now  expanding  and 
making  a  major  contribution  to  the  groundfish  trawl  fishery.  Estimated  annual 
ex-vessel  value  of  groundfish  harvests  off  Alaska  fall  between  $400  and  500 
million,  while  wholesale  value  of  processed  products  is  thought  to  be  near  51 
billion. 
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Management  of  the  trawl  fishery  by  the  North  Pacific  Fishery  Manage»ent 
Council  has  proceeded  through  three  stages.  In  the  first  stage,  1977-1981, 
attention  was  focussed  on  regulation  of  foreign  fishing,  including  gear  and  area 
restrictions  and  annual  total  allowable  catches  (TACs)  in  the  Bering  Sea  and 
Aleutian  Islands  region  (BSAI)  and  in  the  Gulf  of  Alaska  (GOA) .  Because  the  U.S. 
fishery  off  Alaska  was  aainly  concerned  with  high-valued  king  and  tanner  crab, 
halibut,  salmon,  and  herring,  groundflsh  management  in  this  first  stage  was 
reasonably  conservative  in  setting  TACs  and  it  emphasized  the  avoidance  of  trawl 
by-catch.  In  stage  2  covering  1982-1989,  the  U.S.  domestic  fishery  grew  and  the 
NPFMC  increasingly  focussed  on  regulating  the  by-catch  of  the  domestic  trawl 
fleet.  During  the  second  stage,  allocation  of  TACs  anong  competing  U.S.  fishing 
sectors  (e.g.  allocating  GOA  sableflsh  to  the  longllne  fleet)  became  a  major  part 
of  the  Council's  annual  deliberations.  In  the  third  and  final  stage,  the  major 
fish  stocks  are  fully  exploited  by  a  domestic  fleet  which  shows  Increasing  signs 
of  overcapitalization.  The  Council's  task  is  to  maintain  the  integrity  of 
biological  conservation  program,  while  responding  to  industry  concern  that  the 
conservative  quotas  set  for  foreign  fishing  be  re-assessed  and  assuring  an 
equitable  access  to  the  fishery  for  all  major  sectors  of  the  U.S.  industry. 

The  Council  approved  an  ITQ  program  for  longllne  sableflsh  and  halibut 
longllne  fishing.  Whether  or  not  this  program  is  eventually  implemented,  the 
Council's  deliberation  over  elements  of  the  ITQ  system  provides  an  Important 
backdrop  to  any  consideration  of  individual  quotas  in  the  trawl  fishery.  Hence, 
our  study  of  the  north  Pacific  groundflsh  trawl  fishery  focussed  on  Issues 
clearly  Important  to  the  Council  during  its  debate  over  longllne  ITQs.  We 
examined  a  range  of  options  for  all  major  program  design  elements,  and  reached 
some  general  conclusions  concerning  the  design  of  an  ITQ  system.  These  are 
summarized  as  follows: 

(1)  All  major  groundflsh  species  (pollock,  Pacific  cod,  sableflsh,  yellowfin 
sole,  rock  sole,  other  flatfish,  and  rockflsh  groupings)  should  be  con- 
verted to  ITQ  management  simultaneously,  with  separate  quotas  established 
for  the  two  major  regions  (BSAI  and  GOA).  The  individual  quotas  should  be 
issued  as  quota  shares  (QS) .  Because  TACs  are  already  set  annually  for 
these  stocks,  conversion  of  QS  to  annual  Individual  fishery  quotas  (IfXJs) 
should  be  readily  feasible. 
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(2)  Two  major  economic  advantages  of  the  ITQ  system  over  the  open  access 
competition  system  stem  from  (a)  the  ability  of  individual  QS  holders  to 
adopt  fishing  techniques  and  choose  seasonal  fishing  patterns  to  maximize 
their  net  earnings,  and  (b)  the  freedom  to  buy  and  sell  QSs,  which  permits 
firms  to  accumulate  the  most  profitable  quantities  and  combinations  of 
quotas.  To  achieve  these  economic  gains,  therefore,  a  groundfish  trawl 
ITQ  system  should  be  uniformly  used  by  all  trawl  vessels  in  very  broad 
areas  (e.g..  Just  two  geographic  areas  for  ITQs  --  Gulf  of  Alaska  and 
Bering  Sea).  In  addition,  quota  holders  need  flexibility  to  find  the 
optimal  size  and  configuration  of  trawling  firms.  While  some  people  fear 
the  changes  in  the  industry  structure  that  ITQ  transactions  could  cause, 
we  suggest  that  few  restrictions  be  placed  upon  exchanges  of  QS  among 
trawl  gear  types,  vessel  size  classes,  and  modes  of  operation  (e.g.,  at- 
sea  or  onshore) . 

(3)  Hulti-specles  aspects  are  a  major  complication.  Vhlle  trawlers  are 
prohibited  from  retaining  by-catch  of  halibut,  king  crab,  herring,  and 
salmon,  mortality  due  to  by-catch  depresses  the  economic  value  of  the 
directed  fisheries  for  prohibited  species,  and  early  closure  of  trawl 
fishing  due  to  by-catch  quotas  retards  the  value  of  trawl  harvests. 
Ideally,  an  ITQ  system  for  trawling  will  enable  groundfish  trawlers  to 
adjust  fishing  patterns  to  minimize  the  cost  of  by-catch.  To  facilitate 
this  outcome,  we  recommend  that  a  QS  be  created  for  trawl  by-catch,  and 
that  by-catch  ITQs  be  tradeable  among  trawl  vessel  operators.  In 
addition,  it  is  appropriate  to  further  evaluate  whether  target  species  QSs 
should  be  issued  In  combinations  that  reflect  actual  species  mixes  in 
harvests  (e.g.,  cod  and  sableflsh  quotas  could  be  issued  in  bundles). 

(4)  If  product  recovery  rates  vary  widely  among  at-sea  processing  firms,  it 
becomes  difficult  to  monitor  round  weight  caught  by  measuring  fish  product 
quantities.  Use  of  at-sea  observations  to  establish  product  recovery 
rates  for  individual  processors  may  help  to  minimize  the  resulting 
inaccuracies  and  inequities. 

(5)  Because  effective  enforcement  and  monitoring  of  ITQs  requires  detailed 
information  on  landings  and  quota  holdings,  new  requirements  for 
enforcement  of  ITQs  represent  a  substantial  challenge.  ITQ  systems  in  New 
Zealand  and  Canada  provide  ample  evidence  that  individual  harvests  must  be 
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monitored  «t  multiple  stages  In  the  product  chain.  Catch  reports, 
landings  receipts,  and  fish  product  unloading  and  cold  storage  holdings 
are  essential  elements  o£  ITQ  monitoring.  By  monitoring  both  the  paper 
trail  and  the  "fish  trail,"  consistency  among  quantities  at  the  various 
stages  can  be  used  to  assure  compliance  with  ITQs. 
(6)  Neither  theory  nor  empirical  evidence  can  provide  strong  guidance  on 
Initial  allocation  of  ITQs.  Allocation  based  upon  historic  catches  can 
satisfy  criteria  for  equity  among  established  harvesters.  Taxes, 
royalties,  and  permit  fees  can  be  established  to  provide  an  equitable 
return  to  the  public  at  large  for  Its  substantial  Investment  In  management 
of  EEZ  resources.  However,  substantial  fees  or  allocation  by  market 
mechanisms  (e.g.,  auctions  rather  than  administrative  assignments)  could 
be  considered  only  after  amendaent  of  the  Magnuson  Act.  Regardless  of  how 
the  equity  Issue  Is  resolved,  we  recognize  that  repeated  consideration  of 
groundflsh  quota  allocations  could  result  In  substantial  unproductive,  but 
costly,  "rent-seeking"  activities.  Hence,  we  recommend  a  once-for-all 
allocation  process,  based  upon  objective  and  quantifiable  criteria. 

Several  elements  of  the  groundflsh  trawl  ITQ  program  need  further  research. 
These  Include  the  legal  Issues  associated  with  foreign  ownership,  restrictions 
on  maximum  holdings  of  quota,  and  enforcement  methods.  Also,  multispecies  quota 
issues  (such  as  product -to -round  weight  conversion,  creating  flexibility 
necessary  to  permit  landing  of  by-catch,  and  trading  of  quotas  among  gear  types) 
require  further  consideration.  Finally,  various  formulae  and  procedures  for 
Initial  allocations  need  to  be  evaluated  and  presented  before  an  ITQ  program  can 
be  put  forward  for  serious  review. 

GULF  SHRIMP  EXECUTIVE  SUMMARY 

The  Gulf  shrimp  fishery  is  not  an  ideal  candidate  for  an  ITQ  system.  The 
large  geographic  area,  the  large  number  of  fishermen  and  landing  sites,  the 
variability  of  the  stocks,  and  the  short  life  span  of  shrimp  will  make 
implementation  and  management  of  a  successful  ITQ  program  difficult,  but  not 
impossible.  The  type  of  management  regime  recommended  herein  Is  a  co-management 
system  in  which  responsibility  for  management  of  the  shrimp  fishery  Is  shared 
between  government  and  fishermen.   Although  co-management  Is  not  an  integral 
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component  of  an  ITQ  progran.  It  is  deemed  to  provide  the  most  appropriate 
management  environment  for  a  successful  ITQ  program  in  the  Gulf  shrimp  fishery. 

Fishermen's  participation  under  current  fishery  management  in  the  U.S.  is 
mainly  consultative  in  nature.  Fishery  management  plans  (FHPs)  are  developed  by 
the  regional  fishery  management  councils  and  approved  (or  disapproved)  by  the 
Secretary  of  Commerce.  Enforcement  of  FMPs  is  carried  out  mainly  by  the  federal 
government  often  in  cooperation  with  state  fishery  and  enforcement  agencies. 
Fishermen  merely  react  to  regulations  that  at  times  radically  alter  their  fishing 
operations.  Although  fishermen  are  represented  in  councils,  current  management 
structure  falls  to  create  incentives  for  fishermen  to  make  the  rules  work.  Co- 
management,  on  the  other  hand,  offers  a  unique  arrangement  of  integration  in  the 
management  process  rule  making  and  enforcement  procedures.  Co-management  by  law 
will  grant  fishermen's  organizations  the  authority  to  enforce  regulations  and 
impose  penalties  on  their  members.  This  is  in  sharp  contrast  to  the  consultative 
arrangement  that  exists  in  the  U.S.  with  fishery  management  councils.  Co- 
management  allows  fishermen's  organizations  to  be  directly  Involved  in  the 
decision-making  process  with  government  and  to  have  the  authority  to  set  and 
implement  their  own  regulations. 

The  type  of  monitoring  system  recommended  is  a  credit  card  system  with  a 
central  computer.  Monitoring  a  TAG  and  Individual  quotas  for  a  large  and  widely 
distributed  fishery  can  be  cumbersome  and  extremely  costly.  An  electronic  data 
system  is  the  central  feature  that  will  enable  an  ITQ  system  to  work  in  the  Gulf 
of  Mexico.  It  is  essential  that  Instantaneous  Information  processing  is  in  place 
prior  to  initiation  of  an  ITQ  system. 

An  electronic  system  must  have  the  following  features: 

(1)  dockslde  dealer  based- -the  most  centralized  place  to  have  recordings 
take  place  is  with  all  dockslde  dealers; 

(2)  mandatory  for  all  commercial  fishermen- -all  commercial  fishermen 
must  go  through  the  dockslde  dealer  even  if  he  wants  to  sell  his 
shrimp  off  the  back  of  his  boat  to  tourists; 

(3)  electronic  data  system  should  be  operated  by  a  private  company- -bids 
could  be  submitted  for  setting  up  this  system; 

(4)  electronic  data  system  should  be  financed  by  the  fishermen- -the 
fishermen  are  the  primary  beneficiaries  of  an  ITQ  system;  they  will 
have  received  a  private  right  to  a  public  resource  and  will  reap 
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windfall  gains  through  the  Initial  allocation  of  quotas.  For 
example,  to  pay  for  the  electronic  system,  shrimpers  could  be 
charged  a  small  fee  per  pound  of  shrimp  landed,  which  would  be 
collected  by  dock  side  dealers  and  sent  to  the  credit  card  cocpany 
on  a  weekly  basis. 

With  six  species  of  shrimp  and  six  management  area  (state  waters  for  the 
five  Gulf  states  plus  the  federal  EEZ) ,  numerous  management  configurations  could 
be  designed  for  an  ITQ  system  In  the  Gulf.  The  recommended  management  design  Is 
a  single  TAG  for  all  shrimp  species  and  all  areas.  Such  a  system  recognizes  the 
mobility  of  the  fleet,  the  mixed  species  composition  of  most  catches,  and  would 
greatly  simplify  compliance  with  and  enforcement  of  an  ITQ  system. 

It  Is  recommended  that  the  TAG  be  set  based  on  a  landings  forecasting 
model.  Initially  a  simple  model  such  as  a  moving  average,  may  be  employed. 
Moving  averages  of  4,5,6,7,  and  8  years  were  examined  for  setting  the  TAG.  Dslng 
an  8-year  moving  average,  the  greatest  difference  between  actual  landings  and 
estimated  TAG  was  an  8.6Z  underestimate  of  actual  landings.  Other  moving 
averages  which  use  CPUE  or  specles-speclflc  moving  averages  also  should  be 
Investigated.  Other  landings  forecasting  models,  e.g.,  time  series  models,  also 
may  have  potential. 

Permanent  rights  are  recommended  because  a  quota  system  with  permanent 
ownership  rights  provides  flexibility  and  Is  considered  superior  to  term 
ownership  rights,  from  an  economic  efficiency  standpoint.  The  more  secure  and 
definite  the  property  rights,  the  greater  will  be  the  success  of  the  ITQ  program. 

There  are  two  aspects  to  consider  In  determining  who  Is  eligible  for  an 
ITQ:  who  makes  the  decision  on  eligibility,  and  what  will  be  the  rules  for 
eligibility.  It  Is  recommended  that  government  and  flshermens'  groups  jointly 
determine  who  Is  eligible.  Government  could  establish  eligibility  criteria 
Jointly  with  flshermens'  groups,  and  each  group  could  determine  who  within  their 
group  meets  the  criteria. 

One  reason  for  limited  success  of  prior  ITQ  systems  has  been  constraints 
on  transferability  of  quotas.  Flexibility  of  quota  transfers  Is  of  paramount 
Importance.  Transferability.  Is  linked  to  one  goal  of  an  ITQ  program,  which  Is 
economic  efficiency  and  optimum  distribution  of  effort.  Transfer  should  be  for 
any  period  of  time  (lease  or  sale)  and  for  all  or  a  portion  of  a  quota.  This  may 
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seem  to  complicate  record  keeping,  but  with  electronic  monitoring  all 
transactions  could  be  carried  out  quickly  and  easily  and  would  be  Immediately 
recorded. 

The  key  features  to  making  an  ITQ  system  work  in  the  Gulf  of  Mexico  are  co- 
management,  an  electronic  monitoring  system,  and  a  reliable  method  of  setting  the 
TAG.  The  biological  characteristics  of  shrimp  stock  and  the  complexity  of  the 
fishery  demands  full  cooperation  among  the  five  state  governments.  Gulf  Council, 
and  NHFS.  The  biggest  obstacle  to  a  successful  ITQ  system  In  the  Gulf  will  be 
coordinating  these  various  government  agencies.  Aside  from  differing 
personalities  of  various  government  leaders,  statutes  and  objectives  related  to 
fishery  management  differ  among  the  five  states  and  between  the  five  states  and 
federal  agencies.  The  ITQ  system  for  the  Gulf  shrimp  fishery  provides  an 
appropriate  setting  for  the  much  desired  state/federal  cooperation  in  fishery 
management . 

The  prevailing  belief  in  fisheries  management  is  that  ITQ  systems  will  not 
work  in  fisheries  with  high  variation  in  abundance.  But  where  is  the  research 
to  support  this  assertion?  Rather  than  challenge  this  notion,  everyone  Just 
accepted  it  and  assumed  it  must  be  true.  Although  wide  variations  in  abundance 
add  another  wrinkle  to  an  ITQ  system,  it  doesn't  necessarily  mean  an  ITQ  system 
will  not  work.  If  an  ITQ  system  is  designed  properly  and  is  supported  by  the 
Industry,  it  can  work  in  a  fishery  with  high  fluctuations  in  abundance. 
Ironically,  of  the  four  fisheries  under  review  for  this  project,  the  Gulf  shrimp 
fishery,  which  has  the  fewest  of  the  "desirable  characteristics"  for  an  ITQ 
system  and  appears  to  have  the  most  strikes  against  it  from  the  outset,  may  have 
the  best  change  of  succeeding. 

KING  AND  SPANISH  MACKEREL  EXECUTIVE  SUMMARY 

Stock  Characteristics  and  Management  Problems 

There  are  at  least  two  migratory  groups  of  King  and  Spanish  Mackerel  in 
U.S.  waters:  a  South  Atlantic  group  and  a  Gulf  of  Mexico  group.  The  migratory 
stocks  mix  along  the  southeast  Florida  coast.  The  stocks  are  managed  Jointly  by 
the  South  Atlantic  and  Gulf  of  Mexico  Fishery  Management  Councils  through  the 
Coastal  Pelagic  Fishery  Management  Plan  (FMP).  Each  Council  is  responsible  for 
setting  total  allowable  catch  (TAG)  in  their  management  area. 
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The  South  Atlantic  group  of  Spanish  Mackerel  has  been  considered 
overfished,  and  nanagement  programs  to  reduce  both  comaerclal  and  recreational 
catch  have  been  In  place  for  several  years.  The  South  Atlantic  group  of  King 
Mackerel  was  defined  as  overfished  but  was  redefined  In  1989.  Both  Gulf  of 
Mexico  groups  of  Mackerel  are  considered  overfished.  Since  1985  South  Atlantic 
King  Mackerel  have  been  allocated  with  62. 9Z  recreational  and  37. IX  comaerclal. 
Spanish  Mackerel  have  been  allocated  50Z/50Z  since  1989.  Comaerclal  harvests  are 
regulated  through  the  use  of  quotas  and  season  closures  for  allowable  gear  types 
and  recreational  harvests  are  regulated  through  daily  bag  limits  and  season 
closures. 

Management  problems  cited  in  the  most  recent  Amendment  to  the  FMF  Include: 
lack  of  reliable  biological  and  economic  data  to  manage  and  allocate  the  stocks, 
continuing  conflicts  between  different  user  groups  and  gear  types,  lack  of 
coordination  between  federal  and  state  fishery  managers,  allocation  problems 
caused  by  season  closures  and  by  sales  of  recreatlonally  caught  fish. 

ITQ  Shares  with  Multiple  User  Croups 

An  advantage  of  fishery  management  with  ITQs  is  that  It  is  possible  to 
create  tradable  quota  shares  for  both  recreational  and  commercial  fishermen  while 
recognizing  the  Importance  of  historical  participation  and  fishing  practices. 
There  are  many  options  that  could  be  developed  by  the  South  Atlantic  Council  to 
address  management  problems.  For  example,  two  classes  of  ITQ  shares  could  be 
created:  a  commercial  class  with  fish  sale  privileges  and  a  recreation  class  with 
possession  only  privileges.  The  commercial  class  of  ITQ  shares  could  be  further 
subdivided  by  gear  type  or  by  area.  It  would  also  be  possible  to  reserve  some 
percentage  of  TAG  for  recreational  bag  limit  fishermen  who  would  not  own 
recreational  ITQ  shares. 

With  full  trading  permitted  between  ITQ  share  classes,  users  could 
determine  the  most  desirable  allocation  of  the  stocks.  For  example,  recreational 
harvesters  could  increase  their  share  of  total  catch  by  purchasing  ITQ  shares 
from  commercial  harvesters  or  commercial  harvesters  could  buy  recreational  ITQ 
shares.  Alternatively,  a  commercial  harvester  could  increase  his  share  of  total 
catch  with  a  specific  gear  type  by  purchasing  quota  shares  from  other  gear  type 
commercial  fishermen.   In  either  case,  the  transferability  feature  of  ITQ 
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management  makes  It  possible  for  the  users  themselves  to  determine  the  desired 
allocation  of  TAC  based  on  their  willingness  to  pay  for  shares  of  the  resource. 
As  the  transferability  of  ITQ  shares  is  restricted,  there  would  be  fewer 
opportunities  for  the  users  themselves  to  determine  the  proper  allocation  and 
more  need  for  the  Council  to  prescribe  the  allocation  ratio.  For  example,  an  ITQ 
system  could  be  set  up  for  commercial  harvesters  only  with  all  recreational 
fishing  managed  by  daily  bag  limits.  With  transferability  between  commercial 
harvesters,  the  ITQ  shares  could  be  bought  and  sold  so  that  the  harvesters 
themselves  could  determine  the  most  desirable  allocation  to  specific  gear  types. 
However,  without  full  transferability  between  commercial  and  recreational  users, 
the  Council  would  still  need  to  allocate  TAC  between  these  user  groups. 

Initial  Allocation  Mechanism  and  Eligibility  Requirements 

There  are  many  possible  alternatives  for  establishing  the  initial 
allocation  depending  on  the  number  of  share  classes  and  the  Importance  of 
historical  participation  in  the  fishery.  With  full  transferability  between  share 
classes,  allocation  decisions  only  have  to  be  made  once.  Shares  could  be  sold 
at  auction,  awarded  through  a  lottery  or  given  away  to  current  and  past 
participants.  For  example,  ITQ  shares  could  be  allocated  to  commercial  fishermen 
who  have  held  mackerel  permits  for  a  certain  number  of  years  and  can  document 
their  mackerel  landings  during  those  years.  Other  commercial  fishermen  who  held 
permits  but  cannot  document  landings  could  receive  a  fixed  share  determined  by 
the  Council. 

Individual  recreational  Mackerel  landings  would  be  very  difficult  to 
document  so  quota  shares  could  only  be  given  away  on  an  equal  basis.  This  could 
be  done  through  a  lottery.  Some  recreational  users  such  as  charter  boats  might 
also  receive  shares  based  on  their  years  of  participation  in  the  Mackerel 
fishery.  Part  of  the  initial  recreation  allocation  could  be  assigned  to  non-ITQ 
bag  limit  fishing.  Entities  such  as  fishing  clubs  or  state/local  government 
agencies  could  also  receive  shares  if  the  Council  decided  these  groups  were 
proper  representatives  of  recreational  fishermen. 

Operating  Permits  and  Catch  Monitoring 

Quota  share  owners  could  -be  required  to  possess  an  operating  permit 
consistent  with  the  class  of  ITQ  shares  owned.  For  example,  commercial  fishermen 
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could  be  required  to  have  a  harvest/sale  permit  that  would  allow  sales  of 
Mackerel  through  registered  dealers.  The  permit  would  be  Issued  In  conjunction 
with  coupons  comparable  to  those  proposed  for  the  South  Atlantic  Vreckflsh  ITQ 
program.  An  electronic  credit  card  could  also  be  used  to  monitor  catch. 

Recreational  ITQ  share  owners  could  be  required  to  have  a  harvest/tag 
permit.  Non-reusable  tags  could  be  Issued  In  conjunction  with  the  annual  permit 
purchase  and  the  number  of  tags  Issued  would  be  equivalent  to  the  shares  owned 
(converted  from  pounds  to  numbers  using  a  conversion  factor  set  by  the  Council). 
This  permit  would  allow  the  fisherman  to  harvest  up  to  their  individual  quota 
during  the  fishing  year.  All  Mackerel  harvested  by  a  holder  of  this  type  of 
permit  could  be  tagged  or  the  Council  could  decide  to  require  only  fish  caught 
In  excess  of  the  bag  limit  to  be  tagged.  To  simplify  quota  enforcement  and 
reduce  the  incentive  to  discard  fish,  it  may  be  desirable  to  require  recreational 
ITQ  share  owners  to  tag  all  fish  In  their  possession.  To  aid  In  monitoring  and 
enforcement  of  Individual  quotas,  it  may  also  be  useful  to  require  that  a 
harvest/tag  permit  could  not  be  held  concurrent  with  a  harvest/sale  permit. 

The  Council  could  also  allow  recreational  fishermen  to  harvest  Mackerel 
without  share  ownership  and  without  a  permit  if  they  comply  with  daily  bag 
limits.  Sale  of  these  fish  could  be  prohibited  or  the  Council  could  allow  sales 
up  to  the  dally  limit. 

Duration  of  Ownership  Rights  and  Permits 
It  would  be  desirable  if  ITQ  shares  could  be  owned  indefinitely  until  the 
owner  decided  to  sell  or  the  Council  decided  to  revoke  an  individual's  ownership 
rights  or  to  terminate  the  ITQ  system.  All  permits  should  be  renewable  annually 
during  the  first  month  of  the  fishing  year  to  allow  close  monitoring  of 
participants  in  the  fishery  and  minimize  administrative  transactions  costs. 
Permits  could  be  suspended  for  a  specific  duration  if  an  ITQ  share  owner  was  In 
violation  of  Council  regulations. 

Cear  Restrictions 

To  realize  the  full  efficiency  gains  that  might  be  possible  with  ITQ 
management,  it  would  be  desirable  to  allow  any  gear  approved  by  the  Council  to 
be  used  to  harvest  Mackerel  under  a  harvest/sale  permit.  It  is  assuaed  that  the 
Council  would  not  allow  certain  gears  because  of  undesirable  side-effects  (e.g. , 
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by-catch  by  drift  nets)  and  not  because  a  particular  gear  Is  very  effective  for 
Mackerel. 

Mackerel  caught  under  a  harvest/tag  perait  or  the  dally  bag  limit  could 
only  be  caught  by  hook  and  line.  This  restriction  could  help  to  decrease  the 
mortality  rate  for  Mackerel  released  after  catch. 

Transferability  and  Convertibility 

Transferability  allows  owners  of  ITQ  shares  to  trade  harvest  quotas  through 
sales  or  leases.  Convertibility  is  one  feature  of  transferability  that  allows 
shares  to  be  converted  from  one  class  to  another.  Ideally,  shares  and  individual 
quota  owned  under  harvest/sale  or  harvest/tag  permits  should  be  fully 
transferable  during  the  fishing  year.  This  should  include  all  classes  of  shares 
if  more  than  one  class  is  created.  Shares  and  quotas  may  be  sold  to  existing 
share  owners  or  new  entrants.  Both  types  of  purchasers  must  comply  with  the 
conditions  of  the  applicable  permit  during  the  fishing  year.  To  help  reduce 
administrative  costs  of  converting  shares  across  classes,  it  may  be  desirable  to 
limit  conversions  from  harvest/sale  ownership  to  harvest/tag  ownership  or  vice- 
versa  only  at  the  time  of  renewal  during  the  first  month  of  the  fishing  year. 
Issued  coupons  or  tags  could  not  be  converted  during  the  year. 

Enforcement 

The  success  of  an  ITQ  system  depends  on  the  effectiveness  of  enforcement 
in  deterring  violations.  Effective  enforcement  requires  reliable  monitoring  of 
catch  to  detect  violations  and  penalties  to  sanction  violators.  The  Council  can 
establish  a  system  to  provide  reliable  monitoring  by  requiring  that  all  sales 
under  the  ITQ  system  must  be  conducted  through  registered  dealers  who  would 
report  all  purchases  from  Mackerel  share  holders.  This  double  entry  approach 
would  provide  a  paper  trail  to  detect  violators.  Enforcement  of  recreational 
ITQs  will  require  monitoring  in  the  field  since  it  would  be  impractical  for 
recreational  fishermen  to  check-in  all  landings  with  a  registered  agent.  The 
Council  can  set  penalties  that  are  consistent  with  the  severity  of  the  violation. 
These  penalties  could  include  fines,  forfeiture  of  annual  permit  or  quota 
privileges,  or  permanent  loss  of  ITQ  shares. 
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Jurisdictional  Extent  of  ITQ  Systea 

The  fact  that  the  migratory  range  of  both  groups  of  King  and  Spanish 
Mackerel  leads  to  mixing  In  the  South  Florida  area  causes  some  difficult 
problems.  It  would  not  be  desirable  If  the  South  Atlantic  stock  was  under  ITQ 
management  while  the  other  was  under  open-access  management  because  It  would  make 
Individual  quota  monitoring  and  enforcement  more  difficult.  However,  It  would 
be  possible  to  put  special  restrictions  on  South  Atlantic  Mackerel  ITQ  share 
owners  that  would  prohibit  the  harvesting  and  sale  of  Mackerel  In  areas 
designated  outside  the  South  Atlantic  region.  This  would  help  to  eliminate 
attempts  to  exceed  quota  shares  by  landing  and  selling  catch  In  the  open-access 
region. 

ATLANTIC  SCALLOPS  EXECUTIVE  SUMMARY 

In  many  respects,  the  Atlantic  sea  scallops  fishery  appears  to  be  an  Ideal 
candidate  for  an  Individual  transferable  (ITQ)  management  program.  However  well 
the  fishery  may  be  suited  for  ITQ  management.  It  Is  essential  for  the  success  of 
the  program  that  all  of  the  details  of  the  program  be  carefully  and  thoroughly 
thought  through  before  implementation.  Another  essential  prerequisite  of  success 
Is  Industry  acceptance  of  ITQS  as  a  management  mechanism. 

To  contribute  to  both  of  these  needs,  this  study  lays  the  foundation  for 
a  systematic  consideration  of  the  principal  elements  of  an  ITQ  program  for  the 
Atlantic  sea  scallops  fishery,  and  provides  basic  Information  on  how  ITQs  work 
In  general  and  how  they  have  worked  In  actual  ITQ  fisheries. 

The  central  questions  addressed  In  the  study  Include:  How  would  an  ITQ 
program  work  in  the  Atlantic  sea  scallops  fishery?  If  ITQs  were  adopted  for  the 
scallops  fishery,  what  are  the  major  considerations  In  the  design  of  the  program? 

To  address  these  questions  and  achieve  the  goals  of  the  study,  the  history 
and  current  status  of  the  fishery  Is  documented.  This  is  followed  by  an  overview 
of  ITQ  fisheries  management  and  an  examination  of  the  available  evidence  from 
some  37  existing  ITQ  programs.  Lastly,  the  salient  elements  of  an  ITQ  program 
are  described,  options  for  each  element  Identified,  and  the  pros  and  cons  of  each 
option  discussed. 
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History  and  current  status  of  the  fishery 

The  Atlantic  sea  scallops  fishery  Is  conducted  off  the  coasts  of  New 
England  (on  Georges  Bank  and  In  the  Gulf  of  Maine)  and  the  Mld-Atlantlc  states. 
In  recent  years  the  population  stocks  of  scallops  have  been  at  near  record-high 
levels.  However,  the  scallop  populations  are  dominated  by  small  recruits,  due 
to  the  combined  effects  of  exceptionally  high  recruitment  and  high  rates  of 
fishing  mortality  that  have  reduced  the  average  age  and  size  of  individuals  in 
the  harvestable  stocks. 

The  fishery  is  considered  to  be  one  of  the  more  important  commercial 
fisheries  in  the  United  States;  in  1990,  the  landed  value  of  sea  scallops  was 
over  $150  million,  the  sixth  largest  fishery  by  value.  The  fishery  has 
historically  exhibited  a  "boom-bust"  pattern  in  which  the  resource  level  and 
landings  are  quite  high  for  4  to  8  years,  and  subsequently  decline  to  very  low 
levels.  Since  1986,  landings  have  Increased  by  100  percent  to  more  than  40 
million  pounds  of  meats.  The  off-shore  fishery  currently  supports  more  than  350 
large  off-shore  vessels  and  3,000  full-time  fishermen  at  more  than  twenty  ports 
in  ten  states.  These  vessels  are  divided  Into  two  fleets,  one  working  out  of  New 
England  ports  and  another  out  of  Mld-Aclantlc  ports. 

The  Atlantic  sea  scallops  fishery  has  a  history  of  self-imposed  managenent 
measures,  including  restrictions  on  catches  per  trip,  crew  size,  trip  length  and 
lay-over  days.  These  measures  date  back  to  at  least  before  WUIl  and  were  in 
effect  through  the  1970s.  Since  1982  the  fishery  has  been  managed  under  the 
Fishery  Management  Plan  for  Atlantic  sea  scallops.  The  stated  objective  of  the 
FMP  has  been  to  mjoclolze  yield  per  recruit  by  controlling  the  average  meat  count 
for  shucked  scallops  and  the  shell  height  of  whole  scallops  landed.  The  main 
problem  with  the  current  regime  is  that  it  has  not  prevented  fishing  effort  and 
mortality  from  escalating  to  excessive  levels. 

Overview  of  ITQs 

ITQs  are  a  means  of  governing  aggregate  production  by  assigning  quotas  to 
individual  producers.  While  ITQs  are  usually  associated  with  fishery  managenent, 
various  forms  of  ITQs  are  used  in  air  and  water  pollution  control  programs,  oil 
and  gas  extraction,  and  throughout  the  agricultural  sector.  Other  forms  of  ITQs 
in  fisheries  Include  catch  rights.  Individual  fishing  rights,  individual  fishing 
quotas,  and  individual  vessel  quotas,   though  not  all  are  transferable. 
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Individual  quotas  are  currently  being  used  in  at  least  37  fisheries  world  wide, 
including  one  since  1971. 

The  ITQ  approach  to  fishery  nanagement  is  fundamentally  different  fron  the 
conventional  systems  of  fishery  nanagement.  The  conventional  systems  of  total 
quotas,  time  and  area  closures,  gear  restrictions,  size  limits,  and  license 
limitation  do  not  convey  or  establish  property  rights  that  are  exclusive  and 
transferable.  Instead,  under  conventional  measures,  the  rights  to  fish  are  non- 
exclusive and  non- transferable,  ownership  is  either  in  common  with  others,  or  by 
no  one  individual  or  group.  It  is  this  fundamental  difference  in  property  rights 
that  make  ITQs  perform  differently  from  conventional  management  measures. 

ITQs  are  not  without  their  problems.  The  evidence  shows  that  fisheries 
managed  under  ITQs  have  exhibited  problems  with  high-grading  (i.e.  ,  keeping  only 
the  more  valuable  fish  to  count  against  the  quota),  underreporting  of  actual 
catch,  and  higher  enforcement  costs.  Those  sane  fisheries  have  benefitted  from 
increased  profits,  economic  stability  in  harvesting,  processing  and  marketing, 
improved  product  quality,  elimination  of  market  gluts,  and  reduction  in  post- 
harvest  waste.  On  the  whole,  fishermen,  processors,  dealers,  and  consumers  are 
reportedly  better  off  under  ITQs  than  alternative  management  regimes.  In  the 
Australian  southern  bluefln  tuna  fishery,  for  example,  the  net  benefits  to 
industry  are  estimated  to  be  four  times  the  net  benefits  under  the  next  best 
alternative  management  regime. 

There  are  several  lessons  to  be  learned  from  the  experiences  In  other  ITQ 
fisheries.  The  system  performs  best  when  quota  shares  are  denominate  in  terms 
of  a  percentage  of  the  total  allowable  catch  (TAC) ,  rather  than  in  terms  of  an 
absolute  weight.  All  systems  for  monitoring  and  recording  landings  should  be  in 
place  before  ITQ  are  introduced.  The  onus  to  accurately  report  landings  must  be 
on  the  individual  fisherman  and  buyer.  Explicit  restrictions  should  be  placed 
on  the  appeal  process  for  initial  allocations.  The  old  components  of  the 
management  system  that  work,  or  that  could  work  well  with  minor  changes  and  still 
serve  a  purpose  should  be  kept.  Multispecies  problems  (if  they  exist)  need 
serious  consideration  before  Implementation  of  the  ITQ  system.  These  and  other 
lessons  can  greatly  ease  the  burden  of  implementing  a  new  management  program,  and 
can  facilitate  the  realization  of  benefits  from  an  ITQ  management  regime. 
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Elements  of  an  ITQ  progran  for  Aclantic  sea  scallops 

An  ITQ  systea  for  nanagement  of  the  Atlantic  sea  scallops  fishery  vould 
include  detemination  of  the  units  of  fish  stocks  to  be  managed,  establishing  a 
oechanlsm  and  process  for  setting  the  TAC(s),  designating  the  characteristics  of 
Individual  quota  shares,  setting  requirements  for  and  restrictions  on  ownership 
of  quota,  determining  how  to  Initially  allocate  quota,  imposing  supplementary 
regulations,  and  establishing  compatible  monitoring  and  enforcement  methods  and 
procedures  for  the  program. 

Recommendations  for  the  design  of  an  ITQ  program  In  the  Atlantic  sea 
scallops  fishery  derived  in  the  study  include  the  following: 

(1)  Denominate  the  individual  quotas  as  a  percent  of  the  TAG  and  not  in 
absolute  weight  terms. 

(2)  Establish  a  formal  mechanism  or  methodology  for  setting  the  TAG  that  is 
capable  of  integrating  biological,  economic,  and  social  considerations. 

(3)  Quota  shares  should  be  as  freely  transferable  as  is  administratively 
feasible. 

(4)  Rights  of  quota  ownership  should  be  as  long  term  as  is  feasible  under 
current  law. 

(5)  The  ability  to  transfer  quota  rights,  including  leasing  as  well  as 
selling,  should  be  as  free,  frequent,  and  of  any  magnitude,  as  is 
administratively  feasible. 

(6)  The  process  for  appeals  of  the  Initial  allocation  of  quota  shares  should 
have  clear  and  explicit  guidelines  setting  the  terms  and  conditions  of 
appeals. 

(7)  The  mandatory  reporting  system  for  monitoring  the  program  should  be 
computerized  and  Include  double  entry  procedures  for  verifying  landings. 

(8)  Enforcement  of  the  ITQ  program  should  Include  auditing  procedures  as  well 
as  the  conventional  modes  currently  employed. 

(9)  Penalties  for  violations  of  ITQ  regulations  should  Include  quota  and  quota 
share  sanctions,  and  the  loss  of  quota  by  offenders. 

(10)  Voluntary  compliance  should  be  promoted  and  strengthened  through  educa- 
tional and  public  relations  programs. 

Several  issues  remain  unsolved,  however.  Among  those  issues  requiring 
additional  research  before  recommendations  can  be  made  are: 

(a)  Whether  to  set  TACs  on  one,  two,  or  three  separate  stock  units. 

(b)  The  basis  and  methodology  for  setting  the  TAC(s). 

(c)  How  to  accommodate  two  different  product  forms  in  the  fishery  (shucked  and 
whole  scallops). 

(d)  Determining  to  what  extent  consolidation,  or  concentration,  is  likely  to 
occur  under  ITQs,  and  what  measures,  if  any,  should  be  used  to  prevent 
excessive  concentration. 

(e)  The  extent  to  which  high- grading  may  be  a  problem  and  what,  if  anything, 
can  be  done  to  minimize  its  occurrence. 

(f)  What  supplementary  regulations  are  needed,  if  any. 
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(g)   Vhac  landing  requirements  to  Impose  on  fishing  vessels,  such  as  designated 
port,  etc. 

There  are  two  issues  on  which  the  study  makes  no  recommendations,  as  they 
involve  political  considerations  beyond  the  scope  of  the  analysis.  These  are 
deteroining  the  method  for  initially  allocating  quota,  and  whether  to  collect  any 
of  the  resource  rent  that  will  accrue  in  the  fishery  as  a  result  of  ITQ 
management.  Whatever  decisions  are  taken  on  these  sensitive  Issues  will  not 
likely  affect  the  overall  performance  of  the  program. 

In  conclusion,  the  Atlantic  sea  scallops  fishery  appears  to  be  well  suited 
for  an  ITQ  management  program  and  significant  benefits  are  likely  to  accrue  to 
industry  and  the  general  public  were  an  appropriately  designed  program 
implemented. 
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An  ITQ  system  of  fishery  managenient  Is  fundamentally  different  from  the 
conventional  systems  of  fishery  management.  The  conventional  systems  of  total 
quotas,  time  and  area  closures,  gear  restrictions,  size  limits,  and  license 
limitation  do  not  convey  or  establish  property  rights  that  are  exclusive  and 
transferable.  Instead,  under  conventional  measures,  the  rights  to  fish  are  non- 
exclusive and  non- transferable,  ownership  is  either  in  common  with  others,  or  by 
no  one  individual  or  group.  It  is  this  fundamental  difference  in  property  rights 
that  make  ITQs  perform  differently  from  conventional  management  measures. 

WHAT  ARE  INDIVIDOAL  TRANSFEKABLE  QUOTAS T 

Individual  transferable  quotas  (ITQs)  are  a  means  of  governing  the 
aggregate  production  by  individual  producers,  vniile  ITQs  are  usually  associated 
with  fishery  management,  various  forms  of  ITQs  are  used  in  air  and  water 
pollution  control  programs^,  oil  and  gas  extraction^,  and  through  out  the 
agricultural  sector*.  Other  forms  of  ITQs  in  fisheries  include  catch  rights, 
individual  fishing  rights,  individual  fishing  quotas,  and  individual  vessel 
quotas,  though  not  all  are  transferable.  Individual  quotas  are  currently  being 
used  in  at  least  37  fisheries,  Including  one  since  1971  (Table  2). 

An  ITQ  gives  an  individual  fisherman  the  right  to  catch  a  specified 
quantity  of  fish,  his  quota.  With  ITQs,  fishermen's  quotas  are  transferable,  in 
whole  or  in  part.  An  ITQ  is  property  with  certain  rights  of  use,  namely,  the 


'  Authorized  under  the  Clean  Air  Act,  the  rights  to  emit  air  pollutants  are 
traded  among  plants.  For  example,  electric  power  plants  in  the  Midwest  are 
allotted  allowances  of  sulfur  dioxide  they  can  emit.  The  utilities  can  sell 
their  allowances  or  buy  more  from  other  utilities  willing  to  sell.  The  practice 
has  a  ten  year  history,  and  was  the  first  effort  by  the  federal  government  of  the 
United  States  to  use  a  market  mechanism  for  environmental  regulation.  Since 
1981,  the  state  of  Wisconsin  has  allowed  paper  mills  and  sewage  treatment  plants 
to  trade  rights  to  discharge  pollutants  into  the  Fox  River  as  a  way  to  meet  water 
quality  standards  for  the  river  (Hahn  and  Hester,  1989). 

^  Well  quotas,  designated  the  "maximum  efficient  rate"  by  the  USGS,  are  used  for 
oil  and  gas  removal  from  Outer  Continental  Shelf  lands  (Mead,  et  al.,  1985). 

'  Marketing  orders  are  used  extensively  in  agriculture  to  control  the  quantity 
and  quality  of  commodities  produced  and  marketed.  Under  a  typical  marketing 
order,  an  industry  committee  decides  how  much  of  a  crop  will  be  marketed,  and 
each  farmer  is  allocated  a  maximum  amount  of  the  crop  he  can  sell  during  the 
period  (Rhodes,  1987,  p.324ff). 
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Table  2.  Individual  Quota  Programs 

Country     TUh^Ty 

Axistralla   Western  pearl  oyster 
Southern  bluefin  tuna 
Southern  abalone 
Southeast  trawl 


Year  Adopted 
1982 
1984 
1985 
1989 


Canada   Atlantic  Fisheries: 

Offshore  lobster* 

Snow  crab 

Offshore  groundfish 

Gulf  of  St.  Lawrence  fisheries 

Scotia-Fundy  inshore  fisheries 

Herring 

Offshore  scallop* 

Northern  shrimp* 

Offshore  surf  Clan* 

Offshore  tuna* 

Midshore  groundfish* 
Pacific  Fisheries: 

Abalone* 

Herring* 

Black  cod 

Geoduck 

Haligbut 
Freshwater  Fisheries: 

Lake  Winnipeg 

Lake  Erie 


1977 

1979 

1982 

1984,  89.  91 

1991 

1983 

1986 

1987 

1987 

1987 

1988 

1979 
1980 
1990 
1989 
1991 

1972 
1984 


Iceland  Herring 
Cape 1 in 
Groundfish 
Lobster 
Scallop 
Shrimp 

New  Zealand  Deepwater  fisheries 
Inshore  fisheries 


1976 
1981 
1984 
1988 
1988 
1988 

1983 
1986 


U.S.       Wisconsin:  Lake  Superior  lake  trout  1971 

San  Francisco  Bay  herring  sac  roe  1982 

Wisconsin:  Yellow  perch  1983 

Wisconsin:  Chub  1983 

Wisconsin:  Henominees  1989 

Wisconsin:  Whitefish  1989 

Yaquina  Bay,  Oregon,  herring  sac  roe  1989 

Mid-Atlantic  surf  clans  and  ocean  quahogs  1990 


*  Programs  known  not  to  allow  transfers  of  quota  as  of  1991. 
Sources:  Muse  (1991),  Crowley  and  Palsson  (1991) 
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right  to  catch  a  given  quantity  and  species  of  fish  in  a  specific  location  during 
a  specific  period  of  tine.  The  right  is  exclusive  in  the  sense  that  no  one  else 
has  the  right  to  use  the  quota  without  the  ovmer's  permission.  The  property  may 
be  assigned,  traded,  and  exchanged;  i.e.,  the  owner  has  the  right  to  transfer 
ownership  (by  sale  or  gift)  to  others.  Other  characteristics  of  the  rights  of 
property  Include  their  duration,  transferability  (permanent,  seasonal,  In- 
season) ,  flexibility,  quality  of  title,  and  divisibility.*  Depending  on  the 
property,  there  are  varying  degrees  of  each  of  these  characteristics.  For 
example,  an  automobile  may  not  be  used  in  a  reckless,  life  threatening  manner. 
The  rights  of  using  firearms  are  limited  by  laws  regulating  their  use.  Even  land 
Is  subject  to  expropriation  for  public  use  by  the  state  (usually  with  appropriate 
compensation)  by  the  right  of  eminent  domain. 

ITQ  fisheries  exhibit  property  rights  that  vary  greatly  in  each  of  these 
dimensions.  In  the  San  Francisco  Bay  herring  sac  roe  fishery,  a  fisherman's 
quota  can  only  be  transferred  in  whole  to  one  of  the  other  licensed  fishermen, 
whereas  in  the  Mid-Atlantic  surf  clam  fishery  any  part  of  a  quota  can  be 
transferred  to  any  U.S.  citizen  or  corporation.*  In  the  Australian  southern 
bluefln  tuna  and  abalone  fisheries  there  is  no  limit  on  the  total  quantity  of 
quota  that  any  one  owner  can  possess,*  while  in  other  fisheries  there  are  limits 
on  the  share  of  the  total  that  any  one  person  can  own.'  In  the  Atlantic 
Canadian  Inshore  trawl  fishery,  permanent  transfers  of  quota  were  not  allowed 
during  the  first  year  of  the  program.* 


For  a  detailed  discussion  of  these  characteristics,  see  Scott  (1968)  and  Muse 
and  Schelle  (1989:99-108). 

Muse  (1991:2,5). 

Muse  and  Schelle  (1989:81),  Muse  (1991:27). 

Wisconsin  Lake  Michigan  chub  (Muse  and  Schelle,  1989:73),  Bay  of  Fundy  and 
Gulf  of  St.  Lawrence  herring.  New  Zealand  groundflsh  (Muse,  1991:8,22). 

Muse  (1991:12-13);  other  sources  speculate  that  permanent  transfers  may  be 
ntroduced  In  1992. 


380 


43 

HOV  DO  ITQs  VORKT 

A  Total  Allowable  Catch  (TAC)  Is  first  set  for  a  species,  location,  and 
season.  Then,  each  fisherman's  ITQ  specifies  what  percent  of  the  TAC  he  Is 
permitted  to  catch  each  season.'  For  the  sake  of  argument,  suppose  the  TAC  Is 
set  at  15,000  metric  tons,  and  a  fisherman  holds  an  ITQ  equal  to  one  tenth  of  one 
percent  of  the  TAC.  The  fisherman  Is  then  allowed  to  harvest  IS  metric  tons 
(0.001x15,000)  during  the  season. 

In  the  case  where  the  fisherman  Is  satisfied  with  his  allocation  of  quota 
(I.e.,  he  wants  no  more,  no  less),  he  can  now  plan  his  landings  over  the  entire 
course  of  the  season.  He  Is  not  subject  to  the  competitive  pressures  that  exist 
under  conventional  management.  That  Is,  If  he  does  not  go  fishing  today,  the 
fish  he  Is  entitled  to  will  be  there  tomorrow  (subject,  of  course,  to  the  fish's 
inclinations).  His  fish  will  not  be  taken  by  other  fishermen  as  would  likely 
happen  under  conventional  management.  Instead,  he  can  plan  to  catch  the  fish 
when  they  are  most  available  and  most  valuable.  He  does  not  have  to  race  to 
catch  them  before  other  fishermen  do. 

If  the  fisherman  is  not  satisfied  with  his  allocation,  and  would  like  to 
Increase  his  quota,  he  can  enter  the  market  and  purchase  more,  much  like  he  does 
when  buying  fuel  and  supplies  for  his  fishing  operation.  The  market  for  quota, 
however,  would  likely  function  more  like  the  New  York  Stock  Exchange.  To 
purchase  more  quota,  one  would  contact  a  broker  who  would  arrange  the  purchase 
for  a  fee.  However,  private  exchanges  between  individuals  would  also  be 
possible.  If  the  fisherman  would  like  to  sell  some  or  all  of  his  quota,  he  would 
enter  the  market  in  the  same  way  to  sell  it  for  the  best  price  he  could  get  at 
the  time. 

Vniat  price  would  he  have  to  pay,  or  would  he  get,  for  quota?  A  precise 
answer  to  this  question  is  not  possible.  However,  two  things  can  be  said  about 
It.  First,  much  like  stock  prices  on  the  New  York  Stock  Exchange,  prices  will 
exhibit  considerable  variability,  fluctuating  with  expected  changes  in  biological 


'  ITQ  programs  have  used  different  ways  to  specify  the  units  of  Individual 
quota:  in  terms  of  weight  of  fish,  numbers  of  fish,  and  shares  or  units  of  the 
total  harvest  (Muse  and  Schelle,  1989:99). 
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and  economic  conditions."  There  will  very  likely  be  a  considerable  amount  of 
speculation  In  the  market  for  quota.  For  example,  If  economic  and  biological 
conditions  In  the  fishery  are  expected  to  Improve  later  In  the  season,  ovmers  of 
quota  will  be  less  willing  to  sell  early  In  the  season,  or  only  willing  to  sell 
at  prices  higher  than  those  Justified  by  the  conditions  in  the  fishery  early  in 
the  season.  Second,  quota  prices  reflect  expected  future  profits  from  fishing. 
The  value  of  the  right  to  catch  X  tons  of  fish  is  equal  to  the  expected  revenue 
less  costs  of  catching  those  fish.  Therefore,  fishermen  with  more  profitable 
operations  will  tend  to  purchase  quota  from  those  with  less  profitable 
operations.  Fishermen  who  sell  will  be  compensated  almost  to  the  extent  of  the 
profits  they  would  otherwise  earn  from  using  their  quota.  Fishermen  who  purchase 
quota  can  expect  to  pay  almost  what  they  profit  from  catching  the  extra  amount 
of  fish  allowed  by  the  quota.  If  the  fishery  Is  very  heterogeneous,  i.e.,  with 
a  wide  range  of  profitability  among  fishermen,  then  less  profitable  fishermen  can 
expect  to  sell  their  quota  for  more  than  what  they  can  earn  by  fishing  it.  And, 
the  most  profitable  fishensen  can  expect  to  earn  much  more  than  what  they  would 
have  to  pay  for  additional  quota. 

Quota,  of  course,  need  not  be  bought  and  sold  in  order  to  be  transferred. 
A  father  may  designate  the  quota  to  a  son,  for  example.  An  ITQ  is  property  and 
may  be  bequeathed  or  exchanged  in  almost  any  way  that  other  property  is  exchanged 
(such  as  leased  temporarily) . 

HOW  ARE  TACs  SET7 

In  most  ITQ  programs,  the  first  step  in  the  TAC-settlng  process  is  to 
conduct  an  assessment  of  the  current  status  of  the  fish  stock.  Stock  assessments 
are  generally  conducted  by  govemnent  scientists  although  universities  and 
private  contractors  nay  sometimes  be  Involved.  The  main  outputs  of  the  stock 
assessment  process  are  estimates  of  the  current  size  of  the  stock  relative  to 
historic  levels,  and  relative  to  potential  long-term  average  levels  based  on 
standard  biological  reference  points;  estimates  of  current  and  historic  fishing 


*"  In  New  Zealand  a  wide  range  of  quota  prices  exists  at  any  tine.  Kinship 
relationships  affect  the  price,  as  do  traders'  tax  status  and  desire  to  increase 
their  share  of  the  market. 
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nortality  rates  (the  proportion  of  the  stock  caught  by  the  fishing  fleet) 
relative  to  specified  target  or  threshold  fishing  mortality  rates;  estimates  of 
trends  in  the  patterns  of  exploitation  with  age  (the  relative  vulnerability  of 
each  age  or  size  class  of  the  fish  to  the  fishing  gear);  and  forecasts  of  the 
likely  biological  consequences  of  continuing  to  fish  at  current  rates  and/or 
reducing  or  increasing  to  specified  target  rates.  Catch  forecasts  vary  depending 
on  the  rate  of  fishing,  and  the  size,  productivity,  age  composition  and  expected 
pattern  of  exploitation  of  the  stock. 

Typically,  the  stock  assessment  agency  or  group  subjects  the  assessment  to 
peer  review  by  other  scientists,  but  does  not  set  the  final  TAC.  Special  boards 
or  committees  are  often  established  for  that  purpose.  The  TAC-setting  authority 
takes  account  of  the  stock  assessment  (based  primarily  or  exclusively  on 
biological  considerations) ,  as  well  as  a  range  of  other  considerations  such  as 
economic  objectives,  social  constraints,  interactions  with  other  commercial  or 
recreational  fisheries,  and  interactions  with  marine  mammal  or  other  protected 
or  endangered  species.  The  adopted  TAC  level  may  be  close  to  the  biological  or 
economic  target  or  far  from  it,  depending  on  the  relative  importance  of  these  and 
other  factors.  In  general,  TACs  are  likely  to  be  below  the  long-term  expected 
yield  for  stocks  that  require  rebuilding,  and  above  the  estimated  long-term  level 
for  relatively  new  fisheries.  But  even  in  a  fishery  exploited  at  near-optimal 
rates,  TACs  will  probably  vary  in  response  to  fluctuations  in  recruitment  and 
stock  size. 

HOV  ARE  ITQs  IKITIALLT  ALLOCATEDT 

There  are  many  different  ways  that  ITQs  can  be  initially  allocated.  In 
practice  most  ITQ  programs  have  chosen  to  initially  allocate  the  quota  to  boat 
owners  who  have  a  historical  record  of  participation  in  the  fishery.  Those  who 
have  caught  more  historically  have  been  awarded  a  greater  share  of  the  TAC. 

Initial  allocations  have  been  based  solely  on  historical  catches  in  the 
Australian  southeast  trawl  fishery,  New  Zealand  inshore  fisheries,  Canadian 
fisheries  in  Lakes  Erie  and  Huron,  and  Wisconsin  fisheries  for  yellow  perch  in 
Green  Bay  and  chub  in  Lake  Michigan. ^^ 


"  Muse  and  Schelle  (1989:36,66,72,93),  Muse  (1991:25),  DeWees  (1989:132). 
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Other  programs  have  developed  formulas  with  weights  on  historical  catches, 
investment,  and  other  factors  to  determine  fishermen's  shares.  In  the  British 
Columbia  halibut  fishery,  for  example,  the  Initial  quota  was  based  70  percent  on 
a  vessel's  historical  catch  and  30  percent  on  vessel  length." 

The  use  of  equal  shares  has  been  quite  common,  having  been  used  in  the 
Southern  Australian  abalone  fishery,  the  herring  roe  fisheries  in  San  Francisco 
Bay,  Yaqulna  Bay,  Oregon,  and  Sitka,  Alaska,  the  Wisconsin  lake  trout  fishery  in 
Lake  Superior,  and  the  abalone  and  geoduck  fisheries  of  British  Columbia.^'  In 
the  Bay  of  Fundy  herring  fishery  qualified  fishermen  were  divided  Into  two 
groups,  essentially  based  on  size.  Each  large  vessel  owner  was  given  a  quota 
equal  to  2.7  percent  of  the  TAG,  and  each  small  vessel  owner  was  given  a  quota 
equal  to  1.6  percent  of  the  TAG.** 

The  Canadian  government  allowed  fishermen  in  four  Atlantic  Coast  fisheries 
to  decide  among  themselves  how  to  allocate  TACs.  In  the  offshore  groundflsh. 
Nova  Scotia  trawler,  and  Gulf  of  St.  Lawrence  shrimp  trawl  fisheries,  fisherman 
elected  to  base  the  initial  allocation  on  historical  catches.  In  some  areas  of 
the  Gulf  of  St.  Lawrence  groundflsh  fishery,  vessels  were  divided  into  length 
categories,  and  each  vessel  in  a  category  received  an  equal  allocation.  In 
another  area  of  the  fishery,  fishermen  tried  to  assure  that  everyone  was  given 
an  allocation  to  at  least  break  even.^^ 

Almost  any  initial  allocation  acceptable  to  Industry  will  work.  That  is, 
the  initial  allocation  does  not  affect  the  overall  performance  of  an  ITQ  program. 
The  principal  effect  of  the  Initial  allocation  is  determining  who  gains  and  by 
how  much.  The  initial  allocation  decision  can  be  viewed  as  a  political  decision, 
not  an  economic  or  biological  decision.  Any  initial  allocation  Is  not  expected 
to  affect  aggregate  production  patterns,  the  market,  or  the  state  of  the  stocks 


"  Muse  (1991:20);  a  formula  with  weights  on  catches  and  Investment  was  used  for 
initial  allocation  in  the  Australian  southern  bluefin  tuna  fishery  (Muse  and 
Schelle.  1989:79). 

"  Muse  (1991:3,5,18,26). 

"  Muse  and  Schelle  (1989:10-11). 

"  Muse  and  Schelle  (1989:16,24-25),  Muse  (1991:10, U) . 
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In  the  long  run.  Transitory  adjustments  to  the  long  run  equllibrluis,  hovever, 
can  be  expected  to  be  affected  by  the  Initial  allocation. 

Other  suggestions  for  Initially  allocating  the  TAC  include  auctions,  much 
like  is  done  for  oil  and  gas  leases,  and  logging  and  grazing  rights  on  federal 
lands.  A  government  auction  would  collect  the  resource  rent*'  on  behalf  of  the 
general  public.  Or,  the  government  could  simply  hold  the  quota  and  lease  it  out 
for  a  fee  each  fishing  season.  In  this  case,  the  general  public  would  retain  the 
property  rights  to  the  fishery  and  fishermen  would  simply  pay  to  use  those 
rights.  Instead  of  a  government  agency,  a  public  corporation  could  be 
established  to  hold  the  rights  and  lease  them  out,  conduct  the  research  (or 
contract  it  out),  set  the  TACs,  and  enforce  the  ITQs  and  other  regulations. 

ARE  OTHER  FISHERY  KANAGEKENT  REGULATIONS  NECESSARY  IF  ITQs  ARE  DSED7 

In  some  cases  supplementary  regulations  are  often  desirable  even  in  an  ITQ- 
managed  fishery.  ITQs  do  not  necessarily  eliminate  the  need  to  protect  the  fish 
during  spawning,  to  prohibit  destructive  gear,  restrict  the  size  of  fish  caught, 
and  mitigate  user  conflicts.  Therefore,  it  may  serve  management  goals  to 
supplement  ITQs  with  time  and  area  closures,  gear  restrictions,  and  limits  on 
fish  size. 

In  practice,  the  fisheries  under  ITQs  tend  to  employ  supplementary 
regulations.  In  the  southern  and  western  Gulf  of  St.  Lawrence  there  are 
temporary  closures  to  reduce  catches  of  small  groundfish,  mitigating  the  high- 
grading  problem.  Mesh  size  restrictions  are  used  in  the  Nova  Scotia  inshore 
trawl  fishery  and  the  Wisconsin  chub  fishery  on  Lake  Michigan.  Limits  on 
horsepower  are  set  in  Canada's  Atlantic  offshore  groundfish  fishery,  and  lialts 
on  the  length  of  drift  nets  are  used  in  Wisconsin's  lake  trout  fishery  on  Lake 
Superior.  In  San  Francisco  Bay  fishing  for  roe  herring  does  not  begin  until 
tests  show  there  Is  at  least  nine  percent  roe  content  in  the  fish.'' 


**  Resource  rent  is  the  value  of  the  fishery  resource  in  situ.  Under  open 
access  the  resource  rent  is  dissipated  to  zero  (In  the  limiting  case). 
Individual  quota  and  ITQ  programs  can  Increase  the  resource  rent,  creating  a 
significant  benefit  from  the  fishery. 

"  Muse  and  Schelle  (1989:20.76).  Muse  (1991:3.5.10,13). 
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HOV  DOES  MONITORING  AND  ENFORCEMENT  VORR  UNDER  ITQsT 

It  goes  without  saying  that  monitoring  and  enforcing  compliance  with 
individual  quotas  is  one  of  the  most  difficult  and  challenging  problems  faced  in 
any  ITQ  program.  Most,  if  not  all,  ITQ  programs  mandate  records  be  kept  of 
catches  and/or  landings  by  participating  fishermen.  Records  are  filed  regularly 
with  the  quota  authority  which  tracks  compliance  with  the  ITQ  program. 

Some  ITQ  programs  (e.g.  ,  New  Zealand  and  the  Mid-Atlantic  surf  clam 
fisheries)  require  a  parallel  set  of  records  be  kept  by  dealers,  or  primary 
buyers,  who  purchase  the  landed  product.**  The  two  sets  of  records  should 
balance  for  each  ITQ  holder.  This  monitoring  system  is  frequently  referred  to 
as  a  paper  trail,  enabling  the  enforcement  authorities  to  verify  whether  the 
declared  landings  match  the  declared  purchases  by  dealers.  An  ITQ  fisherman's 
declaration  is  subject  to  audit  in  much  the  same  way  that  the  Internal  Revenue 
Service  audits  taxpayers  tax  returns. 

To  guard  against  circumvention  of  the  required  record  keeping,  some 
programs  employ  observers  dockslde  to  verify  all  landings  are  properly  recorded 
and  reported  to  the  authorities."  And,  to  facilitate  dockslde  observation, 
some  programs  require  designated  landing  ports  and  even  designated  buyers  for 
each  ITQ  vessel ;2''  other  programs  require  vessels  to  call  in  at  least  24  hours 
in  advance  of  landings  or  off-loading  so  observers  or  enforcement  agents  can  be 
present.**  To  further  strengthen  the  control  over  landed  product,  tags,  coupons, 
and  other  ways  of  marking  and  tracking  the  recorded  landed  product  are  used  in 
the  surf  clam,  lake  trout,  and  wreckfish  fisheries.** 

Some  fisheries  under  ITQ  management  require  log  books  be  kept  by  each 
vessel  in  the  program,  recording  what  was  caught  and  where.*'  Often,  such  log 


"  Muse  and  Schelle  (1989:95),  Muse  (1991:2). 

"  Canadian  Atlantic  offshore  groundfish,  and  Nova  Scotia  Inshore  groundfish 
(Muse.  1991:11,13,18). 

*'  Lake  Erie,  Lake  Winnipeg  gillnet,  British  Columbia  geoduck  and  abalone 
fisheries  (Muse,  1991:16,17,18). 

**  British  Columbia  halibut  (Muse,  1991:20). 

**  Muse  and  Schelle  (1989:60,61),  Muse  (1991:2),  SAFMC  (1991:39). 

*'  The  shrimp  trawl  fishery  in  the  Gulf  of  St.  Lawrence  (Muse,  1991:14). 
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books  are  not  essential  for  the  ITQ  program.  Instead,  the  log  books  are 
maintained  to  monitor  the  state  of  the  fish  stocks  for  biological  assessment 
purposes.  The  exception  to  this  are  programs  where  all  that  Is  caught,  including 
by-catch,  must  be  recorded  and  counted  against  the  ITQ.  In  the  Atlantic  Canadian 
trawl  fisheries,  for  example,  on-board  observers  are  used  to  record  catch 
data." 

Requiring  permits  to  catch  and  land  fish,  and  to  buy  and  sell  fish  is 
becoming  an  integral  part  of  most  fishery  management  programs.  Suspending  or 
revoking  permits  has  proven  to  be  an  effective  deterrent  to  noncompliance  in  both 
ITQ  and  non-ITQ  programs. 

WHAT  ARE  THE  PROBLEMS  AND  DISADVANTAGES  OF  ITQs  COMPARED  TO  OTHER  SYSTEMS? 

The  problems  and  disadvantages  of  ITQs  include  high-grading, 
underreporting,  data  degradation,  enforcement,  class  divisions,  elimination  of 
small-scale  fishermen,  reduced  employment  and  income,  industry  resistance,  and 
inequities.  The  supporting  reasons  for  each  of  these  are  discussed  in  turn,  and 
the  available  evidence  summarized  to  indicate  the  extent  of  these  problems  in 
practice. 

Hlgh-pradlnp:  One  of  the  principal  costs  and  disadvantages  of  ITQs  is  that 
high-grading  in  the  fishery  will  likely  Increase.  Under  ITQs  there  is  an  added 
incentive  to  keep  the  most  valuable  fish  to  count  against  quota,  and  to  discard 
less  valuable  fish.  Serious  high- grading  problems  have  been  reported  in  the 
New  Zealand,  Wisconsin  lake  trout,  and  Ontario  walleye  ITQ  fisheries.^'  It  is 
reported  to  exist,  but  not  be  very  serious,  in  the  Gulf  of  St.  Lawrence  trawl 
fishery;  and  it  is  reported  to  not  be  a  problem  in  the  Australian  southern  blue 
fin  tuna,  Wisconsin  yellow  perch  and  chub,  and  San  Francisco  Bay  herring  roe 
fisheries." 

In  fisheries  where  high-grading  is  not  a  problem,  it  seems  to  be  due  to  the 
lack  of  a  significant  price  differential  between  large  and  small  fish,  or  because 


^*  Observer  coverage  of  the  Scotlan  shelf  fleet  Is  15-20  percent,  and  the 
program  is  paid  for  by  the  government.  Greg  Peacock,  DOF,  personal 
communication. 

"  DeWees  (1989:135).  Muse  and  Schelle  (1989:43,63,95). 

»  Muse  and  Schelle  (1989:69,76,84-85),  Muse  (1991:5,9). 
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of  mesh  size  restrictions  that  result  In  very  few  small  fish  caught.  In  the  San 
Francisco  Bay  herring  roe  fishery,  high-grading  has  been  minimized  by  testing  for 
roe  content  before  fishing  by  the  fleet  is  allowed  to  begin. ^' 

Underreporting  of  catch  and  data  depredation:  ITQs  provide  an  added 
Incentive  to  underreport  and/or  misreport  actual  catches  by  Individuals  in  the 
fishery.  A  pound  of  fish  not  reported  is  not  counted  against  one's  quota, 
providing  the  opportunity  to  catch  and  earn  more  than  otherwise.  As  a  result, 
the  quality  of  catch  data  can  be  degraded  to  the  point  that  it  seriously 
compromises  the  ability  to  adequately  monitor  fishing  activity.  The  tendency  to 
high-grade  and  discard  lower  valued  fish,  and  to  misreport  actual  catches, 
reduces  the  veracity  of  reported  landings. 

Underreporting  has  been  a  serious  problem  in  the  Bay  of  Fundy  herring 
fishery  with,  in  some  years,  only  about  60  percent  of  the  actual  landings  being 
reported."  Underreporting  is  not  an  intractable  problem  in  the  Canadian 
Atlantic  inshore  groundfish,  Wisconsin  lake  trout,  yellow  perch,  and  chub,  and 
Ontario  freshwater  fisheries." 

Enforcement  costs  and  problems:  Some  have  argued  that  enforcement  costs  and 
problems  are  greater  under  ITQs  than  under  most  conventional  management  methods 
or  systems.'" 

The  available  evidence  seems  to  indicate  that  the  resources  devoted  to 
monitoring  and  enforcement  have  increased  substantially  upon  introduction  of  the 
ITQ  program.  For  example,  the  costs  of  monitoring  the  Scotia-Fundy  inshore 
groundfish  fleet  increased  from  about  $1.2  million  in  1990  to  $4.7  million  in 
1991  when  the  ITQ  system  was  implemented.  Some  of  the  increased  costs  were 
start-up  costs  for  the  new  program,  but  on- going  costs  are  expected  to  be  around 


"  Muse  (1991:5). 

"  Mace  (1985). 

"  Muse  and  Schelle  (1989:29,63,67-69,76),  Muse  (1991:17). 

"  Muse  and  Schelle  (1989:108-109)  observe  that  the  "same  types  of  enforcement 
concerns  exist  to  some  extent  with  other  types  of  management  regimes,  however 
Incentives  for  such  behavior  may  be  greater  under  individual  quota  programs." 
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$2.5  million  per  year,  about  twice  the  previous  level."  Sinllarly,  although 
New  Zealand  eliminated  most  of  its  dockslde  monitoring  and  enforcement  program 
when  the  ITQ  system  was  implemented,  it  substituted  these  relatively  low-paid 
staff  with  professional  accountants  and  auditors,  and  initiated  a  large  scale  at- 
sea  observer  program. 

But  interpretation  of  this  evidence  should  be  done  with  care.  In  cases 
where  the  previous  management  system  only  attempted  to  control  effort  or  gear 
characteristics,  an  ITQ  program  usually  includes  many  or  most  of  these  controls 
(e.g..  New  Zealand),  and  adds  another  layer  of  complexity.  In  cases  where  the 
previous  program  was  based  on  a  fleet-wide  quota  (e.g.  ,  Scotia-Fundy  groundf  ish)  , 
an  ITQ  program  will  supplant  the  fleet-wide  quota  system  but  the  costs  of 
monitoring  will  almost  certainly  Increase  because  some  of  the  short-cut  methods 
of  monitoring  a  fleet-wide  quota  are  inappropriate  for  individual  quotas.  For 
example,  in  some  fisheries  a  fleet-wide  quota  can  be  monitored  on  an  aggregate 
basis  by  periodically  taking  inventories  of  products  at  processing  plants, 
without  the  need  to  assign  portions  of  the  products  to  individual  vessels. 
Similarly,  a  system  that  samples  a  portion  of  the  fleet's  activity  and  prorates 
landings  for  the  unobserved  periods  would  probably  be  permissible  on  an  aggregate 
basis,  but  not  for  individual  vessels  that  by  chance  might  be  sampled  frequently 
or  not  at  all. 

However,  in  cases  where  existing  management  measures  are  removed  and 
replaced  by  an  ITQ  system,  enforcement  costs  may  be  either  less  than,  or  greater 
than,  before.  The  outcome  depends  on  too  many  factors  to  predict  the  outcome  in 
advance." 

One  way  to  reduce  enforcement  costs  under  ITQs  is  to  employ  enforcement 
modes  that  are  less  costly  than  conventional  at-sea  patrols  and  boardings,  and 


'^  G.  Peacock,  Canadian  Department  of  Fisheries  and  Oceans,  personal 
communication. 

"  The  costs  and  problems  of  enforcement  are  closely  related  to  basic 
characteristics  of  the  fishery.  A  fishery  (such  as  the  Wisconsin  Green  Bay 
yellow  perch  fishery),  consisting  of  a  large  number  of  small-scale  operators  who 
fish  and  land  their  catches  in  a  large  number  of  scattered  locations  presents 
serious  enforcement  problems  --  regardless  of  the  management  regime  in  place. 
In  contrast,  a  fishery  with  a  few  operators  who  fish  and  land  their  catches  in 
a  few  locations  (such  as  the  Mid-Atlantic  surf  clam  fishery)  presents  far  fewer 
enforcement  problems. 
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dockslde  Investigations.  A  measure  that  minimizes  the  amount  of  on-site 
observation  and  investigation  involves  establishing  a  paper  trail,  mentioned 
above.  Both  fishemen  and  buyers  are  required  to  maintain  records  and  file 
reports  to  enforcement  authorities  on  the  amounts  of  product  landed,  sold  and 
bought,  and  the  parties  involved.  Much  like  the  system  used  by  the  Internal 
Revenue  Service,  this  system  enables  authorities  to  verify  the  landings  of  each 
fisherman.  This  system  was  first  developed  in  New  Zealand,  and  variants  of  it 
are  now  used  in  Australia  and  in  the  Mid-Atlantic  surf  clam  fishery.  While  this 
approach  is  expected  to  be  more  cost-effective  than  having  enforcement  officers 
on  the  docks  to  monitor  landings  and  reports  of  landings,  there  is  no  evidence 
yet  to  confirm  or  refute  this  claim. 

There  are  other  ways  to  reduce  the  cost  of  monitoring  and  enforcement. 
Requiring  designated  landing  sites  or  buyers  is  becoming  more  popular.  This  is 
a  way  of  overcoming  the  problem  of  having  several  possible  landing  sites  to 
monitor,  and  reduces  the  opportunities  for  fishermen  to  avoid  reporting  their 
landings.  This  measure  is  often  supplemented  with  a  hailing  requirement  that 
fishermen  notify  the  enforcement  authorities  a  specified  number  of  hours  in 
advance  of  the  time  and  location  of  their  landing  and  off-loading  (as  with 
British  Columbia  halibut''). 

Another  measure  becoming  more  common,  but  which  adds  to  costs,  is  the  use 
of  observers  to  monitor  and  verify  each  vessel's  landings.  In  some  ITQ  fisheries 
where  observers  are  used,  the  Industry  pays  for  them,  and  the  observers  do  not 
have  enforcement  authority.  The  fishing  industry  pays  for  monitoring  and 
enforcement  in  the  British  Columbia  geoduck  and  halibut,  and  the  Gulf  of  St. 
Lawrence  trawl  fisheries.'*  Enforcement  is  carried  out  by  a  private  industry 
association  in  Ontario's  Lake  Erie  fisheries.'^  In  the  early  years  of  the 
Southern  Australian  pearl  oyster  fishery,  the  individual  quotas  were  largely 
enforced  by  fishermen  themselves."  In  some  cases,  the  observers  are  provided 
by  the  private  sector.   This  not  only  reduces  the  burden  on  the  governmental 


"  Muse  (1991:20),  DOF  (1991:3,8,12). 

"  Muse  (1991:10,18,20),  Crowley  and  Palsson  (1991:7). 

"  Muse  and  Schelle  (1989:42). 

"  Muse  (1991:27). 
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enforcement  program,  It  may  result  In  a  greater  degree  of  compliance  for  a  given 
level  of  expenditure  than  if  the  governmental  enforcement  program  carried  out  the 
task.  Why?  First,  since  fishermen  have  a  greater  stake  in  the  outcome  of  the 
monitoring  and  verification  activity,  they  are  more  likely  to  comply,  and  to 
pressure  fellow  fishermen  to  comply  with  reporting  requirements  of  the  ITQ 
program.  And,  second,  using  non- enforcement  personnel  may  be  more  cost- 
effective,  especially  when  provided  by  the  private  sector.  Canada  is  making 
extensive  use  of  this  measure  in  the  Western  Lake  Erie,  and  British  Columbia 
halibut,  black  cod,  and  geoduck  fisheries.'' 

There  is  at  least  one  other  reason  why  enforcement  expenditures  may  be  more 
under  an  ITQ  management  regime  than  other  management  methods.  Greater 
expenditures  on  enforcement  under  ITQs  may  reflect  the  fact  that  the  benefits 
from  enforcement  are  more  readily  perceived  by  both  the  management  authorities 
and  the  industry,  especially  when  the  previous  management  program  was  not  working 
well.  Because  of  this  the  enforcement  authorities  can  lobby  more  forcefully  for 
more  resources  during  budgetary  deliberations.  In  addition,  industry  may  be 
willing  to  pay  for  at  least  part  of  the  enforcement  program.  Several  examples 
exist  in  Canada  where  industry  has  agreed  to  pay  for  a  large  part  of  the 
enforcement  effort,  or  pay  private  firms  to  carry  out  enforcement  duties.  The 
willingness  of  industry  to  materially  contribute  to  enforcement  efforts 
undoubtedly  reflects  fishermen's  stake  in  the  fishery  derived  from  the  property 
rights  provided  under  the  ITQ  system. 

Class  divisions:  There  is  a  concern  in  some  quarters  that  ITQs  create  an 
elite  class  of  fishermen  by  giving  them  exclusive  rights  to  exploit  the  fishery. 
Those  that  are  not  fortunate  enough  to  receive  an  initial  allocation,  or  be  able 
to  buy  an  allocation,  are  excluded  from  the  fishery.  ITQs  thus  create  groups  of 
haves  and  have-nots.  Under  open  access  regimes,  in  contrast,  any  fisherman  can 
freely  try  his  luck  at  making  a  living  from  the  fishery. 

ITQs  undeniably  create  groups  of  haves  and  have-nots.  But  there  is  no 
evidence  that  ITQs  create  an  elite  class  of  fishermen. 

Elimination  of  small-scale  fishermen:  Some  fear  that  ITQs  would  eliminate 
small-scale  fishermen,  and  be  the  death  knell  of  smaller,  more  remote  fishing 


"     Muse  and  Schelle  (1989:42),  Muse  (1991:18,19,20). 
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ports.  Since  quota  can  be  traded  like  most  commodities,  it  will  be  purchased  by 
the  larger,  more  profitable  fishing  operations. 

The  evidence  from  existing  ITQ  programs  on  this  effect  is  mixed.  In  the 
Mid-Atlantic  surf  clam  and  the  Atlantic  Canada  offshore  groundflsh  fisheries 
large  companies  ovm  the  quota  because  they  vere  initially  given  the  quota." 
One  company  In  the  Surf  Clam  fishery  has  consolidated  nearly  half  of  all  of  the 
quota  since  the  Introduction  of  ITQs."  In  other  fisheries,  ITQs  have  instead 
helped  smaller  operators  (Australian  pearl  oyster  and  Newfoundland  cod 
fisheries).*"  In  Iceland,  built-in  constraints  on  trading  quota  protect  local 
and  regional  fishing  interests.*'  What  happens  in  any  given  fishery  depends  on 
a  number  of  economic  considerations  (including  the  most  efficient  scale  of 
operation  for  the  fishery),  and  program  policy. 

Reduced  employment  and  crew  Income:  In  theory,  the  Incentive  to  find  the 
most  efficient  means  of  production  should  lead  to  a  reduction  in  the  number  of 
vessels  and  an  associated  reduction  in  the  number  of  crew  employed  in  the  fishery 
(provided  it  is  initially  over-capitalized).  For  the  crew  remaining  in  the 
fishery,  their Kindividual  incomes  may  decline  as  production  and  earnings  are 
stabilized.  The  fluctuations  in  catches  and  earnings  are  expected  to  be 
mitigated  under  an  ITQ  system  and,  therefore,  the  economic  risk  of  fishing  and 
the  risk  bearing  premium  crew  otherwise  earn  vill  be  reduced. 

Once  again,  the  evidence  is  mixed.  In  nearly  all  fisheries  with  individual 
quota  programs  the  number  of  fishing  vessels  has  declined.*^  And  for  some  of 
these  fisheries  there  are  reports  of  displacement  of  crew  and  losses  of 
employment  (British  Columbia  geoduck  and  black  cod,  and  Lake  Erie  fisheries).*' 
New  Zealand  fisheries  realized  a  30  percent  Increase  in  both  at  sea  and  on  shore 


"  Note,  however,  that  both  of  these  fisheries  were  dominated  originally  by  a 
few  large,  vertically  integrated  companies  before  ITQ  management  was  introduced. 

"  Jack  Terrlll,  NMFS,  Gloucester,  Massachusetts,  personal  communication. 

*<»  Muse  and  Schelle  (1989:30),  Muse  (1991:28). 

*i  Muse  and  Schelle  (1989:54,56-57). 

*^  The  only  possible  exception  is  New  Zealand,  but  the  data  are  reportedly 
unreliable. 

*'  Muse  (1991:19),  Berkes  and  Pocock  (1987:500). 
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employment  with  ITQs.**  Lake  Ontario  fisheries  also  saw  an  Increase  In 
employment  In  processing  and  marketing  as  the  product  shifted  from  frozen  to 
fresh  after  introduction  of  the  quota  system.*' 

Average  crew  Income  Increased  substantially  In  Atlantic  Canada's  shellfish 
fisheries  following  the  quota  system**.  Trawlermen's  Incomes  have  become  more 
stable  and  uniform  In  the  Atlantic  Canada's  offshore  groundflsh  fishery.*' 
However,  in  the  Lake  Erie  fisheries,  crew  shares  were  reduced,  leading  to  labor 
unrest  and  unionization.*' 

Industry  resistance:  Since  ITQs  are  fundamentally  different  and  unfamiliar 
to  most  people  In  the  Industry,  there  Is  a  natural  resistance  to  adopting  ITQs 
as  a  management  tool.  Furthermore,  ITQs  will  likely  result  In  displacing  the 
marginal  and  less  profitable  fishermen,  many  of  whom  receive  significant  non- 
monetary benefits  from  participating  In  the  fishery.  Such  fishermen,  who  may  be 
large  In  number,  see  their  way  of  life  threatened  by  ITQs,  and  naturally  prefer 
to  remain  under  open  access.  Another  fear  Is  that  the  system  Is  Irreversible; 
once  It  Is  In  place  and  money  has  been  exchanged  for  quota,  it  would  be  difficult 
to  revert  to  a  more  open  system  of  access.  While  these  fears  may  not  be  always 
justified,  they  are  real  and  are  a  potent  reason  for  industry's  resistance  to 
implementing  an  ITQ  system. 

Industry  resistance  to  ITQs  is  difficult  to  document.  There  are  anecdotal 
reports  of  such  resistance  In  the  Gulf  shrimp  and  New  England  sea  scallop 
fisheries,  for  example.  It  is  not  clear  how  widespread  and  deep  is  the 
resistance.    In  at  least  one  fishery.  Industry  was  dissatisfied  with  the 


**  New  Zealand's  deepwater  fisheries  were  in  a  unique  situation  at  the  time  ITQs 
were  Introduced.  The  offshore  resources  were  under-utilized  but  required 
considerable  Investment  to  develop  (large  vessels,  specialized  equipment  and  a 
significant  amount  of  exploratory  fishing  and  experimentation  with  gear) . 
Without  guaranteed  property  rights,  the  fishing  companies  involved  in  the 
deepwater  fisheries  would  probably  have  been  unable  and  unwilling  to  Invest  in 
the  development  of  the  fisheries. 

♦5  Muse  and  Schelle  (1989:45). 

**  From  Can.  $20,000  to  over  $40,000  in  lobster,  and  from  $22,000  to  $37,000  in 
scallops  (Crowley  and  Palsson,  1991). 

*'  Binkley  (1989:279). 

*•  Berkes  and  Pocock  (1987:500). 
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particular  method  of  initially  allocating  quotas  (Canadian  Lake  Erie 
fisheries}.*'  In  another  example,  fishermen  resisted  allowing  quotas  to  be 
transferable  (Atlantic  Canada  inshore  groundfish  fishery).*" 

In  other  fisheries,  such  as  the  Wisconsin  Lake  Michigan  chub  and  British 
Columbia  geoduck  fisheries,  industry  promoted  the  adoption  of  ITQs.*^  In  most 
fisheries  that  have  adopted  individual  quotas,  fishermen  and  processors  are 
reported  to  be  generally  pleased  with  the  program".  They  are  pleased  that  the 
fishing  season  is  longer,  that  product  quality  and  prices  have  improved,  that 
they  are  able  to  time  their  harvests  to  take  advantage  of  favorable  fishing  and 
market  conditions,  that  they  have  been  able  to  reduce  their  fishing  effort  and 
operating  expenses,  and  that  they  now  operate  more  safely  than  before.  They  also 
report  satisfaction  with  the  quota  shares  having  value,  which  has  provided  some 
fishermen  with  better  access  to  credit.*' 

Resistance  based  on  the  perceived  threat  to  fishermen's  way  of  life,  or  to 
large  groups  of  fishermen,  have  been  overcome  in  different  ways.  For  example, 
to  protect  the  way  of  life  in  remote  fishing  communities,  Iceland  permits  the 
free  exchange  of  ITQs  only  within  each  fishing  community.  Exchanges  outside  a 
community  must  be  approved  by  an  industry  panel  and  the  Minister  of  Fisheries.'* 
In  the  Newfoundland  cod  fishery,  individual  quotas  have  actually  worked  to  the 
advantage  of  small  operators  and  thereby  protected  their  way  of  life.** 


♦»  Muse  and  Schelle  (1989:33-34). 

*'  Fraser  and  Jones  (1989:283). 

*i  Muse  and  Schelle  (1989:71),  Muse  (1991:18). 

**  Such  reports  are  from  the  New  Zealand  inshore  fishery  (Dewees,  1989:137), 
Lake  Winnipeg  gillnet  fisheries  (Muse,  1991:16),  Wisconsin  Green  Bay  yellow  perch 
fishery  (Muse  and  Schelle,  1989:69,70),  British  Columbia  black  cod  fishery  (Muse, 
1991:19),  Ontario  (Muse  and  Schelle,  1989 :A5),  Australian  abalone  (Muse  and 
Schelle,  1989:91),  Bay  of  Fundy  herring  (Muse,  1991:8),  Canadian  Atlantic 
inshore/midshore  groundfish  (Muse  and  Schelle,  1989:30,  and  the  British  Columbia 
geoduck  fishery  (Muse,  1991:18-19). 

*'  Dewees  (1989:135). 

**  Muse  and  Schelle  (1989:54,56-57). 

**  Muse  and  Schelle  (1989:30). 
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Inequities:  In  many  fisheries  where  ITQs  are  used,  the  Initial  allocation 
is  often  made  to  boat  ovmers  with  a  historical  record  in  the  fishery.  The  ITQs 
are  freely  assigned  with  little  or  no  fee  being  paid.  Since  the  ITQs  become 
valuable,  recipients  of  the  ITQs  receive  a  windfall  gain,  unless  the  ITQs  are 
auctioned  off  initially.  Other  participants  in  the  fishery,  such  as  captains  who 
do  not  own  vessels  with  a  history,  and  crew  who  have  worked  in  the  fishery,  do 
not  so  gain.  Furthermore,  the  fishery  is  a  public  resource,  owned  by  the  general 
public.  Many  question  the  fairness  of  assigning  catch  rights  to  a  privileged 
few,  and  especially  to  the  owners  of  capital  in  the  fishery. 

WHAT  ARE  THE  BENEFITS  AND  ADVANTAGES  OF  ITQs  COMPARED  TO  OTHER  SYSTEMS? 

The  potential  benefits  and  advantages  of  ITQs  include  Increased  profits, 
economic  stability,  improved  product  quality,  safer  working  conditions,  less  gear 
conflict,  elimination  of  the  race-to-flsh  phenomenon,  less  by-catch,  less  gear 
loss,  improved  investment  climate,  mitigation  of  market  gluts,  waste  reduction, 
addition  to  fishermen's  wealth,  and  compensation  for  fishermen  exiting  the 
fishery.  The  reasons  for  each  of  these  expected  benefits  is  discussed,  and  the 
available  evidence  is  summarized  to  indicate  the  extent  of  benefits  in  practice. 

Increased  profits:  Assured  of  a  given  quantity  of  fish,  each  producer  can 
plan  operations  to  minimize  the  costs  of  catching  a  given  quantity  of  fish. 
Because  he  is  assured  of  a  given  quantity  of  fish,  the  producer  can  plan  to  catch 
and  land  fish  when  they  are  in  the  best  condition  for  market  and  when  the  market 
price  is  highest. 

There  is  strong,  consistent  evidence  that  industry  profits  Increase 
substantially  with  ITQs.  Increased  profits  have  been  documented  In  the  ITQ 
fisheries  of  Iceland,  Australian  southern  bluefln  tuna.  New  Zealand,  and 
Wisconsin  yellow  perch.**  Prices  rise  both  because  of  Improved  product  quality 
and  because  market  gluts  are  avoided.   Average  operating  costs  have  generally 


"  Muse  and  Schelle  (1989:56,69,95),  Geen  and  Nayar  (1988:373,378),  Dewees 
(1989:134). 
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decreased.*^  Inventory  costs  are  reduced  because  production  Is  smoothed  out 
over  the  season. 

Greater  economic  stability:  Because  ITQs  provide  producers  the  opportunity 
to  smooth  production  over  the  fishing  season,  to  respond  to  market  and  stock 
conditions,  and  to  avoid  costly  and  dangerous  fishing  conditions,  there  will  be 
greater  stability  in  the  fishery. 

The  available  evidence  provides  strong  support  of  this  benefit.  In 
Atlantic  Canada's  inshore  groundfish  fisheries  the  fishing  season  more  than 
doubled  even  though  the  TAG  was  reduced  under  the  individual  quota  program. 
Stability  has  been  realized  in  all  sectors  of  Atlantic  Canada's  offshore 
groundfish  industry  --  in  harvesting,  processing,  marketing,  and  in  government's 
management  of  the  fishery.  Companies  are  able  to  enter  into  contracts  to 
regularly  supply  customers  with  specified  quantities  and  types  of  fish  at 
specified  prices.  Delivery  dates  can  be  guaranteed.  The  fishery  is  driven  by, 
and  can  now  respond  to,  market  demand." 

Improved  product  quality:  Fish  will  be  caught,  handled  and  processed  to 
best  suit  the  market,  thus  improving  the  quality  of  the  product  available  to 
consumers. 

In  Atlantic  Canada's  offshore  groundfish  fishery,  containerization  replaced 
bulk  storage  on  board,  resulting  in  superior  product  quality.  In  addition  to 
containerization,  fishing  practices  were  modified  to  improve  product  quality. 
Vindows  have  been  placed  in  nets,  and  tows  shortened,  to  reduce  the  weight  of 
fish  in  the  net  and  minimize  this  source  of  product  damage.  Trip  lengths  have 
also  been  shortened  to  improve  product  quality.  Before  individual  quotas, 
processing  plants  had  little  or  no  control  over  deliveries  of  raw  product. 
Plants  were  overloaded  and  a  high  proportion  of  fish  were  processed  into  frozen 
blocks.  Heavy  losses  due  to  product  deterioration  were  common.  At  one  company 
the  proportion  of  top  quality  cod  landed  increased  from  40  to  75  percent  with  the 


"  The  one  exception  is  Atlantic  Canada's  offshore  groundfish  fishery  which  is 
dominated  by  two  vertically  integrated  companies.  Since  the  introduction  of  the 
Individual  quota  system,  more  time  at  sea  is  devoted  to  harvesting  the  most 
profitable  mix  of  species  for  each  company.  This  has  led  to  an  increase  in 
operating  costs.   Gardner  (1988:404). 

»  Fraser  and  Jones  (1989:278),  Gardner  (1988:402). 
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introduction  of  individual  quotas.  The  company  has  realized  similar  increases 
in  other  species." 

Superior  on-board  handling  methods  were  developed  in  the  New  Zealand  ITQ 
fisheries  to  satisfy  requirements  of  the  lucrative  Japanese  market.'"  In  the 
Wisconsin  yellow  perch  fisheries,  product  form  has  shifted  from  frozen  to  fresh, 
with  a  resulting  increase  in  price,  and  fishermen  in  Ontario's  Lake  Erie 
fisheries  now  process  and  oiarket  their  own  fish  in  order  to  control  quality  and 
realize  better  prices." 

Safety:  The  incentives  to  fish  during  dangerous  weather  conditions,  and 
with  inadequate  or  unrepaired  equipment,  will  be  reduced.  Fishermen  can  forego 
fishing  in  unsafe  conditions,  and  wait  to  fish  when  it  is  safe  and  not  give  up 
the  opportunity  to  catch  fish. 

The  evidence  on  safety  effects  is  limited.  In  Atlantic  Canada's  offshore 
groundfish  fishery  there  has  been  an  increase  in  the  number  of  on  board 
accidents.  The  adoption  of  containerization  is  more  labor  intensive  and  the 
associated  work  more  dangerous  than  the  bulk  storage  methods  formerly  used.^^ 
However,  in  two  other  fisheries  safety  conditions  have  improved.  In  Atlantic 
Canada's  inshore  groundfish  fishery,  the  program  favors  smaller  vessels  that  can 
operate  more  safely  than  larger  vessels,  and  divers  in  the  southern  Australian 
abalone  fishery  now  work  at  their  own  pace  with  less  stress  and  less  danger  of 
decompression  sickness.'^ 

Reduced  gear  conflicts:  In  overcapitalized  fisheries,  the  fleet  size  will 
likely  shrink,  and  the  remaining  vessels  will  spread  their  fishing  effort  over 
a  longer  period  of  time.  Therefore,  the  number  of  vessels  on  the  grounds  at  any 


5»  Gardner  (1988:401-404), 


'"  For  example,  there  has  been  a  partial  switch  in  the  snapper  fisheries  from 
bulk  catching  methods  involving  trawls  to  long- line  fisheries  where  fewer,  larger 
fish  are  handled  with  care,  iced  as  soon  as  possible  and  air-freighted  directly 
to  the  Japanese  market.  Also  see  Dewees  (1989:134). 

"  Muse  and  Schelle  (1989:45,69). 

"  Binkley  (1989:282-283). 

"  Muse  and  Schelle  (1989:30,91). 
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time  will  decline,  thus  reducing  problems  of  congestion  and  conflict  on  the 
grounds . 

Again,  the  evidence  Is  limited.  In  Ontario,  the  number  of  conflicts 
between  commercial  and  recreational  fishermen  has  been  reduced.  This  Is  due  to 
the  reduction  In  the  number  of  commercial  fishermen  and  the  amount  of  time  they 
spend  on  the  water.  They  also  now  tend  to  avoid  the  times  and  places  where  sport 
fishing  derbies  are  held." 

Elimination  of  the  race-to-f Ish:  Derby,  or  Olympic,  -style  fishing  would 
be  eliminated. 

The  evidence  provides  strong  support  for  this  effect.  In  nearly  every  case 
of  ITQs  being  Introduced,  the  competitive  furor  in  the  race  to  catch  fish  before 
someone  else  does  Is  ellmlnated^^. 

Bv-catch  reduction:  Since  the  number  of  vessels  and  total  effort  will  be 
less  under  ITQs,  the  by-catch  of  other  species  by  the  ITQ  fleet  Is  expected  to 
decline.  Furthermore,  more  care  can  be  taken  to  reduce  by-catch  when  gear  Is  In 
the  water  under  ITQs.  In  the  Gulf  of  Mexico  shrimp  fishery,  for  example,  by- 
catch  of  Juvenile  flnflsh  would  be  expected  to  decline  under  an  ITQ  system 
because  fishing  would  be  shifted  away  from  Inshore  areas  to  offshore  areas  where 
the  larger,  more  valuable  shrimp  occur  and  Juvenile  flnflsh  are  less  abundant. 

There  Is  no  evidence  indicating  whether  by-catch  has  declined  in  ITQ 
fisheries  compared  to  other  management  regimes**. 


**  Muse  and  Schelle  (1989:46). 


*'  The  one  exception  was  Ontario's  Lake  Erie  where,  In  the  first  year  of  the 
program,  fishermen  rushed  to  fill  their  quotas  rather  than  pacing  themselves. 
This  was  due  to  the  uncertainty  whether  a  fisherman  would  lose  his  unused  portion 
of  the  quota.  Since  this  concern  was  removed,  fishermen  have  paced  themselves 
and  spread  their  catches  out  over  the  season. 

**  However,  by-catch  Is  a  significant  feature  of  most  fisheries  that  has  to  be 
accounted  for  in  ITQ  programs.  New  Zealand  has  had  serious  problems  with  the 
Illegal  discards  of  by-catch  species.  Most  other  ITQ  fisheries  have  manageable 
or  minor  by-catch  problems.  Canada  has  managed  to  deal  with  by-catch  by  basing 
individual  allocations  on  historical  catches.  Including  by-catch  quotas. 
Fishermen  in  the  programs  can  also  trade-off  one  species  for  another  at  published 
ratios.  Overages  of  by-catch  can  also  be  forfeited  to  the  government  at  no 
penalty. 
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Reduced  gear  losses:  Since  the  amount  of  effort  will  be  less,  and  fishermen 
will  fish  during  more  favorable  fishing  conditions  and  with  better  maintained 
equipment,  fewer  losses  of  gear  are  anticipated. 

There  is  no  available  evidence  to  confirm  or  refute  this  contention. 

Improved  investment  climate:  The  greater  economic  stability  provided  by 
ITQs  will  reduce  the  uncertainties  and  risk  from  investing  in  the  fishery.  Loans 
for  capital  improvements  should  be  easier  to  obtain.  Furthermore,  investment  in 
fishing  power  will  be  designed  to  minimize  the  cost  of  harvesting  a  given 
quantity  of  fish.  In  some  fisheries,  for  example,  we  might  expect  a  down-sizing 
of  vessels. 

Evidence  from  a  few  fisheries  (e.g..  New  Zealand)  indicates  fishemen  are 
able  to  use  their  quota  shares  as  collateral  for  loans,  improving  their  ability 
to  obtain  financing  for  capital  investments.  Investments  are  made  to  promote 
more  efficient  harvesting  and  processing  methods.  For  example,  in  Atlantic 
Canada's  offshore  groundfish  fishery,  investments  in  processing  plants  have 
focused  on  equipment  and  methods  for  specializing  in  the  range  of  products  that 
each  plant  produces.  Before  the  individual  quota  system,  each  plant  had  to  have 
production  lines  capable  of  handling  whatever  mix  of  species  was  landed.*' 

Total  capital  investment  in  the  industry  has  declined  in  most  ITQ 
fisheries,  largely  due  to  the  reduction  In  the  number  of  vessels  employed.  For 
example,  in  the  Australian  southern  bluefin  tuna  fishery,  total  investment 
decreased  by  Aus.  $10  million.**  An  exception  to  this  general  pattern  is  the 
New  Zealand  deepwater  fishery  (under  utilized  at  the  time)  where  investment  in 
harvesting  and  processing  increased  by  50  percent  after  ITQs  were  instituted.*' 

Market  gluts  are  mitigated:  Since  fishing  and  landings  will  be  smoothed 
out  over  the  season,  market  gluts  where  large  quantities  of  product  are  on  the 
market  at  one  time  will  be  avoided.  Furthermore,  the  average  quality  of  the 
product  on  the  market  will  be  better.  Consumers  will  be  better  off  with  fish 
available  over  a  longer  period  and  of  better  quality.  Fishermen  will  be  better 
off  with  the  higher  average  prices  that  will  result. 


"     Gardner  (1988:405). 

*•  Geen  and  Nayar  (1988:378). 

•»  Clark,  Major,  and  Mollett  (1988:343), 
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The  evidence  strongly  confinns  this  effect.  The  season  has  lengthened  and 
landings  have  been  smoothed  out  In  the  British  Columbia  black  cod,  Ontario  Lake 
Erie,  Manitoba,  Atlantic  Canada  offshore  groundflsh,  Wisconsin  yellow  perch,  and 
New  Zealand  fisheries."  As  mentioned  above,  the  only  exception  to  this  was  the 
first  year  of  the  Individual  quota  program  In  Canada's  Lake  Erie. 

Waste  reduction:  Producers  operating  under  ITQs  will  have  the  time  to  sort, 
handle,  and  process  fish  to  maximize  Its  value.  As  a  result,  the  waste  or  loss 
of  product  that  results  from  the  pressures  of  derby-style  fishing  will  be 
reduced. 

Again,  the  available  evidence  shows  this  effect  is  real  and  widespread." 

Wealth:  An  ITQ  is  a  valuable  asset.  Owning  rights  to  catch  fish  Is 
similar  to  owning  other  property  and,  as  such,  will  contribute  to  the 
Individual's  wealth  position. 

There  is  no  direct  evidence  on  the  extent  to  which  ITQs  contribute  to 
fishermen's  wealth  position.  However,  the  prices  at  which  quota  are  traded  are 
high,  indicating  that  the  value  of  a  quota  share  is  of  a  significant  magnitude, 
and  not  a  trivial  amount."  This  indirect  evidence  suggests  ITQs  do  Indeed  make 
a  significant  contribution  to  the  typical  fisherman's  wealth  position. 

Compensation:  Fishermen  who  want  to  leave,  or  otherwise  reduce  their 
participation  in  the  fishery,  may  be  compensated  by  the  sale  or  leasing  of  their 
quota. 

ON  BALANCE,  ARE  WE  BETTER  OFF  WITH  ITQs  THAN  WITH  CONVENTIONAL  MANAGEMENT 
SYSTEMS? 

For  the  few  ITQ  fisheries  for  which  careful  analyses  have  been  done,  there 
are  significant  positive  net  benefits  with  ITQs  than  without.  In  the  Australian 
southern  bluefln  tuna,  the  net  benefits  to  Industry  (in  the  form  of  resource 


"  Muse  and  Schelle  (1989:20.45,69),  Muse  (1991:16,19),  Blnkley  (1989:275). 
Gardner  (1988:396.405-406).  Crowley  and  Palsson  (1991:17). 

'*  See  sources  cited  In  previous  footnote. 

"  Clark,  Major  and  Mollett  (1988:329)  cite  evidence  showing  that  flnfish  quota 
sold  for  an  average  price  of  over  $2800  per  ton  (Australian  dollars)  in  1986,  and 
abalone  quota  for  over  $5800  per  ton  in  1987.  Muse  (1991:2)  cites  anecdotal 
evidence  that  surf  clam  quota  was  selling  for  about  twice  the  exvessel  price  in 
■ld-1991. 
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rents)  are  estimated  to  be  In  excess  of  Aus.  $6.5  million  vs.  a  quarter  of  this 
for  the  sane  catch  under  alternative  management  schemes.  Industry  pays  nearly 
45  percent  of  the  cost  of  managing  the  fishery,  and  for  every  dollar  quota 
holders  Invest  In  management  services,  they  receive  a  return  of  about  $21  in 
resource  rent.'' 

A  cost-benefit  analysis  of  ITQs  for  the  British  Columbia  halibut  fishery 
estimates  the  program  will  generate  Can.  $7  million  per  year  In  Increased 
revenues  and  cost  savings  to  the  Industry  alone.  The  annual  stream  of  benefits 
Is  65  percent  greater  than  that  generated  by  the  previous  management  regime.'* 
In  the  plan  document  for  Alaskan  sableflsh,  the  North  Pacific  Fishery  Management 
Council  estimated  a  clear  gain  In  economic  benefits  to  be  expected  from  managing 
the  fishery  under  ITQs.  Not  accounted  for  In  these  estimates  are  the  added 
benefits  to  consumers  of  being  able  to  purchase  higher  quality  fish  and  have 
fresh  fish  available  for  longer  periods. 

Vhlle  there  have  been  problems  Implementing  ITQs  in  some  fisheries  (such 
as  the  Bay  of  Fundy  herring  and  New  Zealand  groundfish  fisheries'*),  Industry 
spokesmen  and  fishery  administrators  give  high  marks  to  the  ITQ  programs  in 
Wisconsin  and  British  Columbia."  Despite  their  problems,  a  majority  of 
fishermen  in  one  of  New  Zealand's  Inshore  fisheries  reportedly  viewed  ITQs  as 
better  than  other  forms  of  management,  and  a  majority  reported  their  condition 
to  be  better  under  ITQs."  In  the  herring  roe  fishery  of  Yaquina  Bay,  Oregon, 
fishermen  are  voluntarily  using  a  private  ITQ  system."  In  Iceland,  where  the 
Industry  was  Initially  skeptical  of  ITQs,  they  soon  became  supportive  of  the 
system  and  urged  the  government  to  Implement  the  system  permanently.  Many 
fishermen  who  have  fished  under  ITQs  claim  that  the  system  is  the  best  thing  to 


"  Geen  and  Nayar  (1988:378-383). 

'♦  Pagan  (1990:13). 

"  Muse  and  Schelle  (1989:12-13),  Clark,  Major  and  Mollett  (1988:343-348). 

"  Muse  and  Schelle  (1989:69),  Muse  (1991:18-19). 

"  DeUees  (1989:137). 

"  Muse  (1991:5). 
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have  happened  In  fishery  nanageinent ,  and  that  they  and  their  businesses  are 
clearly  better  off  under  ITQs." 

VHAT  LESSONS  ARE  TO  BE  LEAiUIED  FROM  THE  USE  OF  ITQs  IN  OTHER  FISHERIESr 

Use  percentage  ITOs .  New  Zealand's  experience  provides  a  strong  argument 
that  ITQs  should  be  denonilnated  In  terms  of  a  percentage  of  an  annual  TAG,  rather 
than  an  absolute  annual  catch  valid  in  perpetuity.  The  designers  of  New 
Zealand's  ITQ  system  anticipated  that  the  need  for  changes  In  TACs  could  be 
accommodated  by  the  government  entering  the  market  to  buy  and  sell  quota,  as 
required.  In  practice  this  was  not  feasible.  New  Zealand's  fisheries  managers 
underestimated  the  frequency  and  magnitude  of  the  changes  that  would  be  required. 
The  need  for  change  results  from  two  main  causes:  (1)  accumulation  of  new 
knowledge  about  the  productivity  of  particular  fish  stocks,  and  (11)  the  dynamic 
nature  of  recruitment  to  fish  stocks  which  causes  stocks  to  exhibit  pronounced 
natural  fluctuations  in  size,  sometimes  even  from  one  year  to  the  next.  In  New 
Zealand,  the  former  cause  has  been  the  most  common  reason  for  the  need  for 
change,  but  in  well-studied  fisheries  the  latter  cause  is  usually  more  important. 
Ensure  all  essential  details  of  the  ITQ  program  have  been  carefully  thought 
through ■  One  of  the  most  commendable  aspects  of  New  Zealand's  ITQ  system  is  that 
the  designers  of  the  system  took  a  "systems  approach",  incorporating  new 
procedures  for  handling  most  components  of  monitoring  and  enforcement,  as  well 
as  procedures  for  an  Initial  buyback,  initial  allocation  of  quota,  appeals  of 
quota  allocations,  and  transfers  of  quota.  However,  there  are  a  number  of 
factors  that  were  not  adequately  considered.  The  most  Important  of  these  were 
the  implications  of  the  dynamic  nature  of  fish  stocks,  the  lack  of  basic 
information  on  the  biology  of  most  stocks,  the  Implications  of  assessment  errors 
and  uncertainties,  data  needs  for  stock  assessments  and  fisheries  monitoring,  and 


"  Such  reports  are  from  the  New  Zealand  Inshore  fishery  (Dewees,  1989:137), 
Lake  Winnipeg  gillnet  fisheries  (Muse,  1991:16)  ,  Wisconsin  Green  Bay  yellow  perch 
fishery  (Muse  and  Schelle,  1989:69,70),  British  Columbia  black  cod  fishery  (Muse, 
1991:19),  Ontario  (Muse  and  Schelle,  1989:45),  Australian  abalone  (Muse  and 
Schelle,  1989:91),  Bay  of  Fundy  herring  (Muse,  1991:8),  Canadian  Atlantic 
inshore/mldshore  groundfish  (Muse  and  Schelle,  1989:30,  and  the  British  Columbia 
geoduck  fishery  (Muse,  1991:18-19). 
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methods  for  dealing  vith  nultl species  problems.'"  Other  problems  that  have 
arisen  that  could  probably  have  been  anticipated  and  dealt  with  before 
Implementing  the  system  Include  the  claims  of  the  native  Maori  people  with 
regards  to  fishing  rights,  and  the  Inevitability  that  quota  for  one  fish  stock 
will  be  used  up  before  that  of  another  that  Is  caught  In  association.  Both 
Industry  and  the  management  authority  should  attempt  to  predict  the  full 
consequences  of  the  proposed  program  for  the  Industry  and  other  user  groups, 
management,  and  the  resources  before  ITQs  are  Implemented.  The  major  issues  of 
by-catch,  limits  on  quota  holding,  resource  rentals,  and  other  Issues  need  to  be 
addressed.'^ 

Give  multlspecles  problems  (if  thev  exist)  serious  consideration  before 
Implementation  of  the  ITO  system  --  and  work  closely  with  fishermen  and  fisheries 
biologists  to  develop  feasible  solutions  (New  Zealand  ITQ  system).  When  species 
are  caught  as  part  of  a  mixture,  it  is  impossible  to  either  (1)  manage  each  of 
them  optimally  (e.g.,  manage  each  to  give  maximum  sustainable  harvests),  or  (11) 
set  TACs  ahead  of  time  in  proportion  to  the  ratios  at  which  the  various  species 
will  be  captured.  There  is  no  ideal  solution  but  it  is  probably  necessary  to 
decide  explicitly  which  species  will  be  managed  "optimally"  and  how  to  ensure  the 
persistence  of  those  species  that  will  be  managed  sub-optimally.  The  question 
of  whether  to  Include  few  or  many  species  In  the  ITQ  system  is  also  important.'^ 

All  systems  for  monitoring  and  recording  landings  should  be  in  place  before 
ITQs  are  introduced.  Also,  industry  reporting  requirements  should  be  simple  and 
concise,  and  yet  meet  the  needs  of  management.'^  New  Zealand  attempted  to 
almost  totally  replace  the  old  statistical  system  with  an  ambitious  new  one,  but 


"  These  problems  created  a  particularly  bad  environment  in  which  to  denominate 
quota  as  fixed  amounts  valid  in  perpetuity.  Luckily,  the  quota  system  was  able 
to  be  changed  to  a  percent  ITQ  system  (whereby  each  quota  holder  owns  a 
percentage  of  an  annually-determined  total  allowable  catch),  although  the  fishing 
industry  filed  a  $NZ150  million  court  action  as  a  result  of  the  change. 

•^  Dewees  (1989:138). 

"^  Since  implementation  of  its  ITQ  system,  New  Zealand  has  tried  a  number  of 
different  methods  for  dealing  with  by-catch  and  other  multlspecles  problems,  all 
with  limited  success. 

"  Dewees  (1989:138). 
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even  after  four  years  the  system  was  still  not  up  to  par.  This  impeded  both  the 
assessment  and  monitoring  of  the  fisheries. 

The  onus  to  accurately  report  landings  must  be  on  the  Individual  fisherman 
and  buyers.  In  the  early  years  of  the  Bay  of  Fundy  herring  IQ  program,  quota 
violations  were  defined  as  occurring  only  when  the  annual  individual  quota  was 
exceeded,  not  Just  when  a  single  landing  appeared  to  be  in  error.  Processors  and 
fisherman  collaborated  to  withhold  and/or  misrepresent  information  to  the  maximum 
extent  possible.  Therefore,  It  was  difficult  to  obtain  and  verify  all  of  the 
purchase  slips  (the  method  used  to  monitor  landings)  in  a  timely  fashion.  In 
addition,  there  was  an  unwritten  policy  that  quota  overruns  from  one  year  would 
usually  be  forgiven  at  the  start  of  the  next.  These  problems,  combined  with  an 
overburdened  court  system  meant  that  violations  were  rarely  detected  or,  if 
detected,  were  often  not  prosecuted.  Provision  of  landings  data  within  a 
reasonable  time  frame  should  be  mandatory.  The  excuse  that  "nobody  came  to 
collect  the  data"  should  be  unacceptable. 

Don't  proceed  too  slowly  with  the  implementation  of  a  new  ITQ  propram.  As 
has  been  demonstrated  in  the  Mid-Atlantic  surf  clam  fishery,  the  more  time 
fishermen  have  to  anticipate  an  ITQ  program,  the  more  difficult  the  initial 
allocation  problem  becomes. 

Involve  user  eroups  in  the  process  of  determininp  how  the  quota  will  be 
initially  allocated.'*  The  initial  allocation  decision  can  and  should  be  kept 
separate  from  how  the  ITQ  program  is  to  work.  The  main  consideration  in  the 
initial  allocation  decision  should  be  that  the  users  of  the  resources  accept  the 
method,  since  the  performance  of  an  ITQ  system  will  be  unaffected  by  almost  any 
method  of  initial  allocation.  Therefore,  once  the  general  criteria  for 
eligibility  are  set,  the  task  of  initially  allocating  quota  can  be  assigned  to 
users  (industry,  etc.). 

Put  explicit  restrictions  on  the  appeal  process  for  initial  allocations. 
In  New  Zealand,  of  1800  initial  allocations,  there  were  1400  appeals.  The  Quota 
Appeal  Authority  is  still  considering  cases  five  years  after  implementation  of 
the  program.  To  date,  they  have  generally  awarded  additional  quota  to  the 
complainants,  such  that  the  sum  of  ITQs  is  now  far  in  excess  of  the  highest 


•*  The  Canadian  government  has  gone  so  far  as  to  allow  fishermen  to  decide  among 
themselves  how  to  allocate  quota  (see  discussion  on  initial  allocation  above). 
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recorded  annual  landings  for  many  stocks.  The  criteria  for  agreeing  to  hear  an 
appeal,  and  the  criteria  for  deciding  In  favor  of  requests  for  additional  quota, 
need  to  be  rigidly  defined. 

Quota  trading  and  leasing  should  be  made  clear,  simple,  tinielv.  and  readily 
accessible.  Also,  the  system  should  be  completely  ready  for  operation  as  soon 
as  the  ITQ  program  is  Implemented.  This  Is  necessary  to  facilitate  the  efficient 
management  of  quota  holdings  and  landings.'^ 

Adequate  resources  need  to  be  committed  to  effectively  Implement  and  manage 
the  ITQ  program.  The  start-up  costs  of  an  ITQ  program  can  be  quite  large. 
Resources  are  needed  for  the  development,  Implementation,  and  operation  of  the 
monitoring  and  reporting  systems,  enforcement  operations,  educational  and 
communication  efforts,  biological  and  economic  research  for  setting  TACs,  and 
monitoring  the  effects  management  has  on  the  state  of  the  stocks  and  economic 
performance.** 

Don't  get  rid  of  old  components  of  the  management  system  that  work,  or  that 
could  work  well  with  minor  changes.  The  New  Zealand  government  had  previously 
put  considerable  resources  into  devising  a  meaningful  set  of  statistical  areas 
for  reporting  catches  and  designing  logbooks  that  represented  the  best  compromise 
between  maximizing  the  amount  of  information  requested  and  maximizing  the 
likelihood  that  it  would  be  filled  in  completely  and  accurately.  Logbook  data 
were  not  readily  accessible  because  there  were  too  few  resources  devoted  to 
maintaining  the  program  once  it  had  been  implemented:  there  was  a  backlog  of  data 
to  be  key-punched  and  there  were  no  computer  programmers  to  develop  software  to 
extract  the  data.  However,  these  problems  could  have  been  overcome.  Instead  the 
entire  system  was  scrapped  and  new  statistical  areas,  logbooks  and  reporting 
requirements  were  developed.  The  main  consequence  of  these  actions  was  to 
further  reduce  a  database  that  was  already  inadequate  for  stock  assessment 
purposes.  The  previous  statistical  areas  did  not  map  into  the  new  ones,  measures 
of  effort  often  could  not  be  converted,  and  time  series  of  catch  per  unit  effort 
statistics  (often  a  major  ingredient  of  stock  assessments)  had  to  be  restarted. 


"  Dewees  (1989:138). 
"  Dewees  (1989:138). 
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Subsequently,  it  has  been  found  that  the  new  logbooks  are  unsuitable  for  other 
objectives  as  well. 

Beware  of  schemes  to  enable  fishermen  to  Increase  their  individual  shares, 
such  that  the  siud  of  individual  shares  will  almost  certainly  total  more  than  100% 
of  the  TAC.  In  the  early  years  of  Iceland's  ITQ  system,  fishemen  were  allowed 
to  choose  between  an  ITQ  and  an  "effort  quota" ,  the  latter  being  calculated  as 
the  number  of  days  required  to  produce  the  average  harvest  for  each  particular 
category  of  operation.  It  is  probably  predictable  (at  least  in  hindsight)  that 
fishermen  would  choose  the  option  that  was  likely  to  give  them  the  largest 
harvest  and,  therefore,  fishermen  who  opted  for  effort  quotas  would  tend  to 
Increase  their  share  of  the  TAC  at  the  expense  of  fishermen  who  chose  ITQs,  and 
overall  TACs  would  probably  be  overfished.  A  similar  example  from  New  Zealand's 
ITQ  system  relates  to  the  initial  definition  of  ITQ  in  terms  of  absolute  amounts 
of  quota.  Fishermen  were  allowed  to  choose  their  best  two  out  of  three  years, 
thus  leading  to  the  possibility  that  the  sum  of  ITQs  would  exceed  the  highest 
landings  recorded  over  the  three  years. 

Recognize  the  diversity  of  skills  and  motivation  of  fishermen.  Plans  that 
treat  all  fishermen  as  "average"  (or  average  for  their  category)  may  not  be 
acceptable  to  the  "hlghliners" ,  a  relatively  small  group  of  fishermen  who  often 
account  for  a  large  percentage  of  the  landings.  When  the  individual  vessel 
allocation  program  was  Instituted  in  Nova  Scotia,  a  fishermen's  cooperative  was 
established  to  help  administer  the  program.  One  of  the  initial  functions  of  the 
cooperative  was  to  decide  the  basis  for  allocating  the  TAC  among  its  members. 
The  members  agreed  to  divide  the  quota  In  the  following  way:  one -third 
distributed  equally,  one-third  based  on  vessel  size,  and  one-third  based  on 
historical  participation.  The  problem  was  that  this  system  had  the  greatest 
benefits  for  the  relatively  poor  fishermen  and  penalized  the  hlghliners. 
Eventually  the  functioning  of  the  cooperative  was  undermined,  partly  because 
hlghliners  decided  they  could  do  better  for  themselves  by  working  directly  with 
processing  companies  (and  colluding  with  them  to  misreport  landings)." 

Don't  trv  to  collect  all  of  the  resource  rent.  In  his  recent  review  of  New 
Zealand's  attempt  to  collect  resource  rent  in  its  ITQ  program,  Pearce  (1991:14) 
argues  that  it  is  impractical  to  try  to  capture  the  resource  rent  with  an  annual 


"  Mace  (1985),  White  and  Mace  (1988), 
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fee:  "The  concept  of  economic  rent  is  so  elusive,  hard  to  quantify,  and  so 
volatile  in  the  face  of  changing  markets  and  resource  conditions  that  it  does  not 
provide  a  feasible  basis  for  assessments."  Also,  if  the  goal  is  to  collect  the 
resource  rent,  the  mechanism  for  collecting  the  rent  should  be  implemented  at  the 
beginning  of  the  program.  The  resource  rent  accrues  to  the  initial  holders  of 
quota,  unless  taken  away  by  the  government  at  the  outset. 

Beware  of  rent  seekers.  When  individuals  stand  to  gain  from  changes  in 
management  policy,  they  naturally  attempt  to  lobby  and  petition  managers  for 
changes  that  would  benefit  them.  Fishermen  may  sacrifice  valuable  time  fishing 
to  attend  meetings  of  the  management  authority,  and  industry  associations  may 
engage  the  services  of  lawyers  and  lobbyists  to  help  the  association  influence 
decisions  on  TAG  setting  and  the  allocation  of  quota.  This  inherent  tendency  for 
individuals  to  increase  their  share  of  resource  rent  and  other  benefits  is  termed 
"rent  seeking."  Rent  seeking  imposes  significant  costs,  on  rent  seekers 
themselves,  on  the  management  authority  (as  its  resources  forego  working  on  other 
matters  to  tend  to  rent  seekers  demands),  and  on  the  entire  fishery  (if  the 
taking  and  implementation  of  decisions  is  slowed  by  rent  seekers).  These  costs 
subtract  from  the  potential  gains  from  the  resource  and  from  the  net  value  of  the 
nation's  production  of  goods  and  services.  In  theory,  these  costs  can  be  so 
large  as  to  completely  offset  the  gains  from  resource  management . '^  Hide  and 
Ackroyd  (1990)  describe  how  rent  seeking  by  different  groups  of  fishermen  and 
politicians  is  dissipating  the  gains  made  in  some  of  New  Zealand's  ITQ  fisheries. 
Rent  seeking  cannot  be  stopped  altogether,  nor  should  it  be.  However,  it  can  be 
controlled  by  operational  policies  and  practices  that  establish  firm  guidelines 
to  govern  the  nature  and  extent  of  such  activity. 


"  Anderson  and  Hill  (1991). 
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SURF  CLAM  OCEAN  QUAHOG  AD  HOC  COMMITTEE 

The  Ad  Hoc  Committee  is  made  up  of  most  of  the  major  surf  clam  and  ocean 
quahog  processors  and  fleet  operators    Some  of  the  processor  members  also  own  vessels 
and/or  clam  allocation.  All  of  the  vessel  operators  own  allocation.  The  Ad  Hoc 
Committee  Members  are; 

Atlantic  Shellfish,  Inc.  Cape  May,  New  Jersey 

B  J  Clam  Company  Powellville,  Maryland 

Blount  Seafood,  Corp.  Warren,  Rhode  Island 

Cape  May  Canners,  Inc.  Cape  May,  New  Jersey 

Chowder,  Inc  Dennisville,  New  Jersey 

Gorton's  of  Gloucester  Millville,  New  Jersey 

Martin  Fish  Company  Ocean  City,  Maryland 

Mid-Atlantic  Foods,  Inc.  Pocomoke  City,  Maryland 

J.  H.  Miles  Company,  Inc.  Norfolk,  Virginia 

Sea  Watch  International,  Ltd.  Easton,  Maryland 

Shellfish  Vessels,  Inc  Manahawkin,  New  Jersey 

Surf  Side  Products,  Inc.  Port  Norris,  New  Jersey 

History  of  the  Surf  Clam  Ocean  Ouahog  Industry  and  the  ITO  System 

The  surf  clam  and  ocean  quahog  industry  has  known  that  management  of  the 
resource  was  essential  as  far  back  as  1972  when  the  industry  through  the  State/Federal 
Program  began  meeting  to  look  for  ways  to  keep  fi-om  over-fishing  the  surf  clam 
population.  The  Magnuson  Act  gave  the  clam  industry  the  vehicle  to  implement  the 
regulations  necessary  to  protect  the  clam  stocks  fi^om  the  industry's  propensity  to  over- 
fish. In  1977,  the  first  federal  fisheries  management  plan  under  the  Magnuson  Act  was  the 
Surf  Clam  and  Ocean  Quahog  Fishery  Management  Plan  The  FMP  included  stringent 
quotas  (based  on  the  best  scientific  information  available  and  maximum  sustainable  yield), 
fishery  closure  when  the  quota  was  caught,  a  moratorium  on  new  vessels  entering  the 
fishery,  closed  areas,  restrictive  fishing  times,  and  later,  a  size  limit  The  industry  had 
over-fished  the  clam  resource  in  the  past,  and  understood  that  fishing  effort  had  to  be 
restrained.  The  participants  knew  that  it  was,  and  still  is,  absolutely  vital  for  survival  and 
stability  of  the  fishery  to  have  effective  regulations  in  place 

The  Surf  Clam  and  Ocean  Quahog  Fishery  Management  Plan's  Amendment  8  went 
into  effect  over  three  years  ago  The  basic  management  system  was  changed  by 
Amendment  8,  from  a  time  based  allocation  system  to  an  Individual  Transferable  Quota 
system  A  number  of  clam  fishery  participants  brought  suit  against  the  Department  of 
Commerce  in  an  attempt  to  stop  implementation  of  Amendment  8  The  management  plan 
was  adopted,  and  the  law  suit  failed  The  industry  then  set  about  adjusting  to  Amendment 
8's  ITQ  system 

With  the  changes  in  the  management  system,  the  Northwest  Atlantic  clam  fishery 
changed  very  rapidly  The  first  to  change  were  the  fleet  operators  who's  surplus  fishing 
capacity  was  reduced  overnight  Later,  the  independent  one-boat  and  small  fleet  owners 
sold  out  or  leased  their  allocation,  this  fiarther  increased  vessel  consolidation  to  a  total 
reduction  of  nearly  fifty  percent  in  the  first  three  months  after  the  plan  went  into  effect. 
The  industry  went  from  a  grossly  over-capitalized  fishery  that  operated  at  highly  inefficient 
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levels,  to  one  that  was  well  balanced  and  appropriately  capitalized,  in  a  very  short  period 
of  time.  This  was  accomplished  without  any  cost  to  the  government,  while  helping  control 
and  support  the  quota  well  within  optimum  yield.  After  three  years,  the  industry  has 
consolidated  to  the  point  that  the  remaining  vessels  are  fiiUy  employed. 

Advantages  of  the  ITO  System 

ITQs  have  changed  the  way  the  clam  industry  does  business  Because  of 
consoUdation,  the  fishing  fleet  has  no  surplus  capacity,  and  all  vessels  are  fiilly  employed 
Since  the  industry  does  not  have  excess  fishing  capacity,  vessel  owners  have  no  incentive 
to  push  for  higher  quotas  Most  vessel  owners  also  own  allocation  In  general,  they  are 
very  concerned  with  conserving  the  resource.  In  the  late  1970's  and  early  1980's, 
everyone  in  the  industry  suffered  under  very  low  quotas  while  the  surf  clam  stocks 
recovered  Today,  there  is  no  support  inside  the  clam  industry  to  over-fish  the  resource. 
The  objective  is  for  stability,  now  and  for  the  fijture 

Under  the  former  time  based  allocation  system,  the  clam  industry  did  not  have 
flexibility.  The  regulations  governed  in  detail  how  the  fishery  operated  As  the  industry 
and  resource  changed,  the  regulations  had  to  be  adjusted  This  explains  why  there  were  so 
many  amendments  to  the  FMP  The  clam  ITQ  system  was  to  have  been  flexible  enough  to 
allow  industry  to  make  any  adjustments  without  involving  the  government  Thus, 
additional  amendments  to  the  plan  would  not  be  necessary 

The  allocation  owner's  freedom  to  transfer  allocation  to  another  allocation  holder 
or  vessel  is  the  chief  advantage  of  the  clam  ITQ  system  Today,  more  than  two  thirds  of 
all  clams  caught  are  taken  by  vessels  that  have  no  financial  connection  with  the  allocation 
owner  They  simply  catch  the  allocation  for  a  fee  This  allowed  some  of  the  smaller, 
independent  vessel  owners  to  stay  in  the  industry  after  implementation  of  Amendment  8 
implementation. 

How  the  system  is  threatened  NOAA  General  Counsel  advised  the  clam  industry 
on  Thursday,  February  3,  1994,  that  they  had  administratively  imposed  allocation 
sanctions  in  the  penalty  schedule  of  the  Surf  Clam  and  Ocean  Quahog  Management  Plan. 
The  industry  today  is  in  shock  When  NOAA  proposed  these  allocation  sanctions  over 
a  year  ago,  the  industry  banded  together  and  formed  the  Ad  Hoc  Conmiittee.  On 
numerous  occasions,  we  pointed  out  to  NOAA  General  Counsel  how  allocation  sanctions 
would  undermine  the  very  foundation  of  the  ITQ  system.  Sanctions  will  force  allocation 
owners  to  also  become  vessel  owner/operators.  Large  corporations  will  be  the  only 
entities  able  to  lease  or  rent  allocation.  This  is  because  of  their  ability  to  guarantee 
allocation  or  cash  replacement  in  the  event  of  an  allocation  sanction.  Today,  allocation 
can  be  revoked.  Allocation  is  not  treated  as  a  property  right,  there  is  no  way  to  protect 
the  allocation  by  law  NOAA  has  administratively  changed  the  entire  surf  clam  and  ocean 
quahog  management  system  without  the  public  hearing  process  and  an  amendment  to  the 
FMP  They  will  likely  bankrupt  many  small  vessel  operators  as  well  as  negatively  impact 
the  whole  clam  fishery  THIS  IS  GUTRAGEOirS  AND  UNCONSCIONABLE 
BEHAVIOR  FROM  THE  FEDERAL  GOVERNMENT.  The  clam  industry  has  never 
opposed  rational  enforcement  Nor  have  we  opposed  stringent  financial  penalties,  we 
support  them.  The  problem  with  this  regulation,  is  that  today  most  allocations  are  caught 
by  contract  fishermen  In  most  cases,  the  contractor  would  be  the  violator  and  the 
allocation  owner  would  be  the  one  to  be  penalized.  It  is  likely  that  the  allocation  owner, 
totally  uninvolved  in  the  violation,  would  be  penalized  millions  of  dollars  because  of  a 
vessel  operator,  who  they  have  no  control  over  The  typical  clam  industry  allocation  trade 
is  from  the  allocation  owTier  to  a  processor,  to  an  independent  vessel  owner  The 
allocation  owner,  in  many  cases,  has  no  idea  which  clam  fishing  vessel  is  going  to  catch  his 
allocation  Allocation  sanctions  are  unnecessary  and  destructive  Today,  the  NMFS  has 
the  right  to  fine  a  vessel  owner  one  hundred  thousand  dollars  per  violation.  The  vessel's 
captain  can  be  fined  a  like  amount.  In  almost  all  cases,  the  vessel  is  charged  with  multi- 
violations  and  fines  can  amount  to  many  hundreds  of  thousand  of  dollars.  If  a  vessel 
operator  persists  in  violating  the  regulations,  the  vessel  can  be  seized.  The  clam  industry 
feels  that  the  NMFS  has  all  of  the  tools  necessary  to  penalize  violators  Implementation  of 
this  new  penalty  schedule  will  force  allocation  owners  to  own  and  operate  clam  vessels.  It 
goes  without  saying,  that  independent  fleet  owners  do  not  want  allocation  owners  to  own 
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and  operate  clam  vessels  If  the  allocation  owners  purchase  vessels,  independent  fleet 
owners  will  be  forced  out  of  business 

Under  the  Magnuson  Act,  Individual  Transferable  Quota  is  not  a  property  right. 
Therefore,  financial  institutions  are  very  reluctant  to  lend  money  to  purchase  clam 
allocation.  Since  allocation  is  not  a  property  right,  financial  institutions  cannot  by  law, 
place  a  lean  on  the  allocation  Banks  have  become  very  concerned  about  the  stability  of 
the  ITQ  system  and  consequently  their  loans.  Some  banks  were  willing  to  finance 
relatively  small  purchases  of  allocation  to  small  companies,  by  putting  the  allocation  in  the 
bank's  name  until  the  loan  is  repaid.  However,  with  allocation  sanctions  a  reality  no  bank 
will  be  willing  to  lend  money  for  allocation  purchase  They  will  have  no  protection,  even 
when  allocation  is  held  in  their  name  it  can  still  can  be  taken  away  Allocation  sanctions 
put  small  privately  held  companies  out  of  the  allocation  purchasing  market.  They  have  no 
where  to  borrow  funds  for  allocation  purchase  Only  large  public  corporations  will  be  able 
to  raise  the  money  to  acquire  allocation  Even  the  large  publicly  held  corporations  do  not 
favor  allocation  sanctions  because  most  of  them  contract  out  the  catching  of  the  allocation 
to  independent  vessels.  The  changes  in  the  penalty  schedule  will  force  allocation  owners 
to  purchase  vessels  to  catch  their  own  allocation  in  order  to  avoid  the  risk.  Allocation 
sanctions  serve  no  one  well. 

The  Clam  Industry's  ITQ  system  did  away  with  a  massive  number  of  regulations 
which  prevailed  under  the  old  management  system  This  has  saved  the  government  time, 
money  and  reduced  personnel  There  are  a  number  of  ways  the  ITQ  system  could  have 
been  even  more  streamlined,  however,  it  is  a  vast  improvement  over  the  previous  system. 
Being  the  first  ITQ  system  under  the  Magnuson  Act  as  well  as  an  experiment,  the 
Amendment  has  far  more  regulations  and  controls  than  are  necessary  The  paper  work 
and  control  systems  demanded  by  NMFS  enforcement  make  up  the  bulk  of  the 
unnecessary  regulations  The  industry  supports  strong  enforcement  and  control  but  not  to 
the  extremes  of  Amendment  8.  Many  of  the  regulations  have  no  real  enforcement  value, 
and  are  extremely  burdensome  and  costly  to  industry  and  NMFS  A  classic  example  is  the 
call-in  prevision  It  requires  each  and  every  federally  permitted  clam  vessel  to  call-in  to 
NMFS  enforcement  before  leaving  the  dock  on  a  clam  catching  trip  and  then  provide 
enforcement  with  a  large  quantity  of  information.  This  is  completely  urmecessary  for  most 
of  the  vessels.  Industry  proposed  rules  which  addressed  enforcement's  concerns,  but  they 
were  rejected  by  NMFS's  enforcement  division  NMFS's  enforcement  was  determined  to 
have  all  clam  vessels  call-in  Even  ocean  quahog  vessels,  which  have  never  had  a  single  at 
sea  violation  in  the  history  of  the  FMP  From  1977  to  today,  more  than  60,000  vessel 
trips  have  been  completed  without  even  an  enforcement  warning,  yet  the  industry  is  being 
punished.  The  only  violation  a  quahog  vessel  can  receive  is  for  failure  to  call-in  or  not 
provide  the  required  information  These  types  of  regulations  go  too  far  The  details  of 
the  call-in  were  implemented  administratively  after  Amendment  8  was  in  effect. 

Disadvantaaes  of  the  Clam  Industry  ITQ  System 

Unhappily,  the  Surf  Clam  and  Ocean  Quahog  ITQ  system  is  not  a  perfect  system. 
The  biggest  fear  of  industry  is  that  in  some  way  the  ITQ  system  will  be  slowly  dismantled 
and  changed  Years  ago,  clam  fishery  participants  took  very  large  reductions  in  catch,  at 
very  high  financial  cost.  This  was  to  allow  the  resource  to  recover  The  industry  has 
invested  heavily  in  eliminating  overcapitalization.  Because  of  our  forbearance,  today  the 
clam  industry  is  a  stable  fishery,  unlike  many  other  east  coast  fisheries  Many  fisheries 
have  had  uncontrolled  fishing  for  years,  which  continued  until  their  stocks  collapsed  Now 
they  look  enviously  at  the  clam  industry,  which  has  a  stable  population  If  there  were 
more  boats,  the  fishery  could  produce  more  clams.  Just  do  away  with  Amendment  8  and 
the  quota  Then,  boats  from  the  collapsed  fisheries  could  catch  clams  and  destroy  the 
clam  resource,  as  they  did  their  own 

When  Amendment  8  went  into  effect,  it  was  assumed  that  control  of  the  fishery 
would  be  returned  to  the  industry  We  have  come  to  realize  that  the  National  Marine 
Fishery  Service  has  had  a  great  difficulty  giving  up  the  control  they  enjoyed  under  the  old 
management  system  The  clam  industry  had  thought  that  the  ITQ  system  was  going  to 
eliminate  government  from  their  day-to-day  operations  It  was  also  understood  that  when 
the  ITQ  system  went  into  effect,  there  would  be  no  fundamental  changes  in  the  new 


77-904  0-94-14 


412 


Ad  Hoc  Comminees  1  estimony  to 
Subcommittee  on  Fisheries  Management 


management  system.  Unfortunately,  this  is  not  the  case.  Today,  Amendment  9  has 
already  been  to  public  hearing.  This  Amendment  if  adopted  in  it  present  form,  will  gravely 
undermine  the  clam  ITQ  system.  It  allows  the  Maine  quahog  fishermen  to  fish  in  the 
federal  zone  without  allocation  or  any  other  federal  controls.  Maine  had  always  led  the 
federal  government  and  the  clam  industry  to  believe  that  these  clams  were  being  taken 
fi^om  state  waters,  that  was  not  the  case.  Just  before  the  clam  ITQ  system  went  to  effect, 
the  Coast  Guard  caught  Maine  quahog  vessels  in  the  federal  zone  without  fishing  permits. 
According  to  the  State  of  Maine  they  moved  offshore  because  the  fleet  had  caught  all  of 
the  quahogs  in  state  waters  Amendment  9,  today  is  a  secretarial  amendment  which  the 
Mid-Atlantic  Council  has  requested  to  be  put  on  hold  while  they  try  to  solve  the  problem. 
The  amendment  as  written  turns  over  all  controls  of  the  quahog  fishery  in  the  federal  zone 
to  the  state  The  ITQ  clam  industry  treed  to  solve  this  conflict  by  offering  a  compromise, 
the  State  of  Maine  turned  it  down,  preferring  no  federal  regulations  or  controls,  for  their 
fishermen,  in  a  fishery  that  they  have  no  rights  to  This  undermines  the  whole  concept  of 
federal  fishery  management  plans  and  the  Surf  Clam  and  Ocean  Quahog  FMP's  ITQ 
system  in  particular. 

On  a  number  of  occasions,  motions  have  been  passed  by  the  New  England 
Fisheries  Management  Council,  asking  that  management  of  the  New  England  surf  clam 
and  ocean  quahog  fishery  be  transferred  to  them,  and  taken  out  of  the  Management  Plan. 
These  requests  will  continue  to  be  made.  In  the  event  the  Subcommittee  determines  that 
ITQs  are  a  viable  management  tool.,  the  clam  industry  would  respectfully  suggest  that  in 
the  re-authorization  of  the  Magnuson  Act,  it  be  made  clear  that  if  an  ITQ  or  a  similar 
management  system  is  implemented,  it  is  the  intent  of  Congress  not  to  change  the  plan  or 
allow  them  to  be  undermined  by  political  pressure  fi^om  outside  of  the  industry.  Clearly,  at 
present,  this  is  the  case  in  the  clam  industry 

Conclusion 

We  in  the  clam  industry,  generally  feel  that  ITQs  are  a  good,  effective  management 
tool,  despite  some  problems  which  are  inherent  under  the  Surf  Clam  and  Ocean  Quahog 
FMP  as  it  is  presently  structured.  Any  new  fishery  ITQ  system  would  suffer  these  same 
problems.  Fortunately,  you,  the  Congress,  have  the  opportunity  to  play  a  pivotal  roll  in 
solving  some  of  these  problems.  But  first,  you  must  recognize  and  believe  that  ITQ's 
have  real  management  value    If  so,  fix  the  Magnuson  Act  so  the  cannot  be  undermined. 

Some  fishermen  outside  of  the  clam  ITQ  fishery  believe  they  are  entitled  to  a  share 
of  the  resource.  Most  feel  entitled  because  the  species  they  traditionally  fished  have  been 
over-harvested,  consequently  they  can  no  longer  make  a  living  We  all  have  sympathy  for 
fishermen  in  that  situation.  However,  if  the  industry  that  manages  and  nurtures  its  fishery 
is  not  protected  from  the  those  outside  who  do  not,  then  ITQs  should  never  be  used  as  a 
management  tool,  and  are  useless  to  the  fishermen  who  protect  their  resource.  Those  who 
are  attacking  the  clam  industry's  ITQ  system  are  not  taking  it  head  on  but  attempting  to 
pick  away  at  its  foundation  They  have  all  kinds  of  reasons  which  on  the  surface  appear  to 
be  reasonable  and  rational.  This  is  seldom  the  case  These  fishermen  want  to  change  the 
rules  to  allow  themselves  access  to  a  resource  which  they  have  no  rights  to.  In  many 
cases  their  traditional  fishery  was  destroyed  by  the  lack  of  effective  resource  conservation 
and  management.  These  fishermen  do  not  want  any  regulations  or  controls. 

A  much  larger  problem  is  convincing  NMFS  that  when  an  ITQ  system  is  carefully 
structured,  they  can  cease  managing  the  fishery  on  a  day-to-day  basis  The  more  simple 
the  ITQ  system,  the  better  it  will  work  for  the  industry  and  government.  From  the  clam 
industry's  point  of  view,  it  appears  hard  for  the  government  to  stay  out  of  our  daily 
business.  The  allocation  sanctions  and  the  call-in  are  examples  of  how  the  government 
changes  the  system  af^er  the  fact,  and  without  amendments  to  the  FMP.  When  an  ITQ 
plan  goes  into  effect,  the  regulated  industry  adjusts  to  the  new  rules.  If  the  rules  keep 
changing,  the  industry  gets  out  of  balance  and  cannot  operate  smoothly.  In  the  case  of 
allocation  sanctions,  these  unreasonable  penalties  will  completely  change  the  industry  in  a 
negative  way  as  well  as  put  many  independent  vessel  owners  out  of  business.  Allocation 
sanctions  were  not  part  of  Amendment  8,  if  they  had  been,  most  of  the  industry  members 
who  supported  the  amendment  would  have  opposed  it.  NMFS  cannot  keep  changing 
the  rules  administratively  without  considering  the  effect  on  the  fishery. 
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Today,  the  members  of  the  Ad  Hoc  Committee  generally  feel  that  the  National 
Marine  Fisheries  Service  has  done  the  industry  a  grave  injustice  in  changing  the  rules,  from 
the  way  they  were  intended  in  Amendment  8  The  Individual  Transferable  Quota  fishery 
management  system  was  not  designed  to  be  changed  after  it  was  implemented  The  Surf 
Clam  and  Ocean  Quahog  FMP  is  an  ITQ  experiment  We  feel  that  the  National  Marine 
Fisheries  Service  has  undermined  the  ITQ  system  and  our  industry  We  suggest  that  no 
new  fishery  adopt  an  ITQ  based  management  plan  while  NMFS  is  so  determined  to 
change  regulations  at  will.  In  theory,  ITQs  are  a  good  management  tool,  but  as  a  result  of 
our  experiences,  we  feel  that  no  fishery  should  put  themselves  at  such  risk. 

Thank  You, 

The  Surf  Clam  and  Ocean  Quahog  Industry 
Ad  Hoc  Committee 
PO  Box  1895 
Salisbury,  MD  21802 
(410)749  9226 
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Answers  to  questions  submitted  to  Wallace  and  Associates,  representing  the 
surf  clam/ocean  quahog  industry  Ad  Hoc  Committee  by  the  Subcommittee  on 
Fisheries  and  the  Honorable  William  J.  Hughes,  dated  Febnjary  24,  1994,  as  a 
follow  up  of  testimony  on  February  9,  1994. 

Questions  from  the  Subcommittee  on  Fisheries 

How  should  the  quota  be  allocated? 

In  the  Surf  Clam/Ocean  Quahog  FMP  there  are  a  numfcier  of  different 
formulas.  They  are  ail  based  on  historical  catch.  The  clam  industry  believes 
that  the  vessel  which  historically  catches  the  fish  should  be  allocated  the  quota 
under  an  ITQ  system.  Historical  participation  should  be  measured  over  a  long 
period  of  time. 

Does  the  ITQ  allocation  amount  to  a  federal  give-away? 

Because  of  new  technology  in  vessels,  gear,  electronics,  and  too  many 
fishermen,  it  is  possible  that  the  entire  fish  resource  could  be  caught  An  ITQ 
system  managed  properly  would  reduce  the  number  of  fishermen  and  gear  to  the 
level  of  sustaining  the  fish  stocks  The  fishermen  v^rho  leave  are  bought  out,  not 
forced  into  bankruptcy.  Overcapitalization  of  the  fishery  is  eliminated  by  the 
remanding  fishermen.  Fishermen  in  a  fishery  that  is  operating  under  strict 
quotas  before  an  ITQ  system  goes  into  effect,  pay  a  high  price,  in  that  they  have 
lower  incomes  at  higher  costs.  After  ITQ's  go  into  effect,  the  remaining 
fishermen  must  supply  the  funds  to  finance  the  buynaut  of  those  fishermen  who 
wish  to  leave  the  industry.  This  brings  industry  overcapitalization  under  control, 
and  it  is  accomplished  without  government  involvement  or  investment. 

Should  ITQ's  6e  auctioned  off? 

If  ITQs  were  to  be  auctioned  off,  the  fishermen  who  cannot  afford  to 
purchase  allocation  would  be  driven  out  of  business  without  any  compensation, 
instead  of  being  able  to  sell  their  shares.  The  auction  approach  would  require 
the  money  collected  to  be  used  to  support  the  operators  who  are  forced  out  of 
business.  Further,  the  concept  would  be  unfair  in  that  there  would  be  no 
consideration  for  fishermen's  historical  participation. 

"There  is  no  right  to  compensation  to  (quota)  holders  in  the  event  the  system  is 
changed  or  revoked" 

What  is  the  government  trying  to  do  by  implementing  an  ITQ  based 
management  system?  If  government's  goal  is  to  stop  over-fishing  and  bring 
overcapitalization  under  control,  with  the  fishery  paying  for  these  changes,  then 
the  fishermen's  investment  must  be  protected.  If  their  investment  is  not 
protected,  ITQs  will  be  opposed  by  the  industry  and  they  will  have  no  value  as  a 
management  tool.  ITQ  can  correct  over-fishing  and  overcapitalization  without 
government  intervention,  which  may  be  the  best  reason  for  creating  the  system. 
Nonetheless,  the  fishery  will  not  make  the  investment  that  an  ITQ  system 
requires  without  the  expectation  of  financial  reward. 

Does  ITQ  promote  "big  business"? 

An  ITQ  managed  fishery  should  have  some  means  to  control  the  amount 
of  ITQ  controlled  by  large  companies.  However,  this  would  be  difficult  t>ecause 
there  are  many  ways  large  companies  can  disguise  holdings.  It  should  be 
noted,  that  more  and  more  fisheries  are  being  overtaken  by  large  companies. 
Today,  off-shore  fishing  is  big  business  due  to  high  costs  for  factories,  vessels 
and  gear,  and  their  maintenance.  Big  business  is  going  to  have  an  ever 
increasing  roll  in  the  fishing  industry.    A  well  crafted  ITQ  system  can  engender 
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efficiency  and  long  term  stability,  which  is  attractive  to  targe  corporations  and 
small  businessmen  alike. 

Should  small  traditional  fishing  communities  be  protected  from  big  business 
under  an  ITQ  system? 

ITQs  aside,  small,  traditional  fishing  communities  have  rarely  been 
protected  from  big  business.  It  should  remain  this  way.  If  a  fishing  community 
operates  efficiently  then  it  will  prosper  under  an  ITQ  system  The  inefficient 
communities  will  fail,  with  or  without  an  ITQ  system  Sooner  or  later  the  most 
efficient  use  of  capital  will  prevail 

How  might  ITQs  be  structured  so  as  not  to  contribute  to  increasing 
monopolization  and  concentration  of  ownership  of  fishing  rights?  How  might  the 
unacceptable  concentration  of  ownership  be  determined  for  any  fishery? 

ITQs  are  designed  to  reduce  overcapitalization  Concentration  or 
consolidation  is  an  objective  of  the  management  system  This  is  done  to  reduce 
the  number  of  participants  in  the  industry  so  that  those  who  remain  can  exist 
without  over-harvesting  the  resource  Concerning  monopolization,  each 
proposed  ITQ  management  system  must  first  determine  how  the  fishery  is 
structured  before  deciding  what  is  an  unacceptable  level  of  consolidation  In  the 
processing  business  in  the  surf  clam/ocean  quahog  industry,  each  of  the 
participants  had  consolidated  long  before  the  ITQ  system  was  put  into  effect. 
The  industry  has  had  additional  consolidation  of  processors  and  vessel  ovmers. 
However,  none  of  them  are  considered  a  threat  at  this  time.  The  largest 
allocation  owner/processor  has  a  significant  percentage  of  the  ocean  quahog 
resource.  This  company  has  done  so  poorly,  that  its  owner  is  selling  out. 
Therefore,  it  is  clear  that  large  operations  in  the  clam  industry  are  not  a  major 
problem  because  they  tend  to  be  inefficient  In  the  future,  it  is  conceivable  that  a 
large  company  could  buy  a  vast  share  of  the  industry  and  monopolize.  However, 
it  IS  more  likely  that  the  industry  will  be  reduced  from  the  current  eleven 
processing  plants  to  five  plants  They  will  be  owned  by  five  different  companies, 
with  each  controlling  approximately  twenty  percent  of  the  industry.  It  was 
anticipated  that  under  the  time  allocation  system,  consolidation  would  take 
Place.  In  the  surf  clam  industry,  it  is  not  specified  what  share  of  the  total  clam 
industry  a  company  can  control  It  is  generally  conceded  that  if  a  participant 
attempts  to  acquire  more  than  fifty  percent  of  the  industry,  the  National  Marine 
Fisheries  Service  will  notify  the  Justice  Department  of  a  potential  monopoly  and 
the  company  would  be  carefully  investigated.  It  is  assumed  that  companies  will 
take  the  National  Marine  Fishery  Service's  threat  to  investigate  excess  share 
holding  seriously. 

How  might  the  unacceptabib  concentration  of  ownership  be  determined  for  any 

fishery? 

The  concentration  of  fishing  share  by  a  single  company  or  group  should 
be  determined  by  the  number  of  participants  presently  in  the  fishery.  A  company 
should  also  gain  fishing  shares  by  determining  how  many  vessels  it  will  take  to 
catch  the  quota,  given  efficient  fishing  effort.  Then,  a  numerical  value  can  t>e  set 
so  that  no  individual  or  corporation  can  control  more  than  the  maximum  share  of 
ITQs,  which  would  then  eliminate  the  possibility  of  dominance  by  one  individual 
corporation  It  will  be  difficult,  if  not  impossible,  to  be  assured  that  this  will 
always  be  the  case  because  there  will  always  be  the  possibility  of  companies 
trying  to  avoid  direct  ownership  by  having  contractual  arrangements  with  other 
companies,  allowing  them  control.  However,  this  can  happen  without  an  ITQ 
system. 

If  Magnuson  was  amended  to  allow  collection  of  revenues  in  excess  of  the 
administration  costs,  would  auction  of  quota  shares  be  a  preferred  option? 
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Auctioning  off  ITQs  does  not  solve  the  problem  The  objective  of  the 
system  is  to  eliminate  overcapitalization,  without  governmental  interference. 
Then,  the  system  allows  the  industry  to  become  more  efficient  by  eliminating 
weak  participants  or  allowing  those  who  are  interested  in  selling  out  to  do  so.  As 
stated  earlier,  the  government  bears  no  cost  in  the  process.  If  revenues  must  be 
raised,  there  should  be  an  allocation  user  fee  or  tax,  not  an  auction. 

Under  what  circumstances  should  revenues  for  an  ITQ  program  be  used  to 
finance  a  buyout  compensation  for  compensating  those  who  are  forced  to  leave 
a  fishery? 

An  ITQ  system  is  a  non-government  buy-out  program.  Industry 
compensates  the  fishermen  who  leave  the  fishery.  Consequently  there  is  no 
need  for  a  fee  to  fund  a  buy-out  program.  This  is  the  objective  of  the  system. 

Is  free  market  transferability  of  quota  shares  necessary? 

If  free  transfer  is  not  allowed,  then  there  is  no  vray  to  eliminate  vi^ak 
industry  participants.  They  will  remain  until  they  fail.  Often,  they  will  blame  the 
government  for  creating  a  system  that  has  caused  their  demise.  At  some  point, 
the  quota  will  have  to  be  set  at  maximum  sustainable  yield,  instead  of  optimum 
yield  When  this  occurs,  if  the  quotas  are  not  transferable,  the  weak  will  be 
forced  to  remain  in  business.  They  would  then  bring  political  pressure  to  bear 
for  higher  quotas,  which  would  result  in  over-fishing  the  stocks.  These 
fishemnen  then  either  go  bankrupt  or  transfer  to  another  fishery,  straining  its 
stocks  as  well.  ITQ  transferability  is  essential  for  the  system  work. 

What  are  the  potential  enforcement  problems  with  individual  quota  systems? 

The  individual  quota  system,  if  designed  properly,  will  require  the 
minimum  number  of  government  regulations.  The  quotas  will  be  enforced  at  the 
port  of  landing,  reducing  the  necessity  for  at-sea  enforcement  by  allowing 
enforcement  agents  to  inspect  catch  dockside 

What  is  the  enforcement  experience  where  these  have  already  been  used? 

Since  the  ITQ  system  went  into  effect  in  the  surf  dam/ocean  quahog 
industry,  enforcement  has  been  minimal.  Initially,  there  were  a  few  violations 
that  involved  extremely  high  financial  penalties.  Once  those  examples  had  been 
made,  the  industry  recognized  that  under  the  ITQ  system  violations  would  not  be 
tolerated.  A  well  drafted  ITQ  system  requires  less  enforcement  and  costs  less  to 
enforce. 

What  impact  do  ITQs  have  on  bycatch? 

The  surf  clam/ocean  quahog  industry  has  no  significant  bycatch.  Since 
the  fishery  is  conducted  on  the  ocean  floor,  there  is  very  little  that  is  caught  with 
the  gear.  The  gear  is  specifically  designed  for  catching  only  clams. 

What  about  "high-grading"  under  an  ITQ  regime? 

High-grading  was  not  a  problem  under  the  surf  clam/ocean  quahog  time 
management  system,  nor  is  it  a  problem  under  the  ITQ  based  management 
system.  The  processors  have  always  set  the  quality  level  regarding  product 
size.  In  the  dam  industry,  the  larger  clams  are  traditionally  more  valuable  than 
the  smaller  ones.  The  processors  have  always  required  the  industry  to  catch  the 
larger  dams,  and  that  practice  continues  under  the  ITQ  system.  Typically,  a 
vessel  fishing  for  large  clams  will  fish  in  different  areas  for  small  clams.  It  is  not 
unusual  for  a  vessel  to  have  a  much  lower  catch  rate  for  the  more  desirable 
clams  The  vessel  is  usually  compensated  by  the  processor  for  the  lower  catch 
rate 
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Is  this  a  greater  problem  with  ITQ  systems  than  in  an  open  access  fishery? 

In  the  surf  clam/ocean  quahog  industry,  the  practice  of  the  catching  the 
product  that  the  processor  wants  is  the  same  under  both  systems. 

In  recent  US  experience,  what  have  been  the  more  common  criticisms  of 
proposed  ITQ  regimes? 

During  the  public  hearing  process  for  the  ITQ  system,  the  most  common 
criticism  was  that  individual  vessel  owners  would  not  receive  enough  allocation 
to  support  their  vessels.  Since  the  industry  was  grossly  overcapitalized  and  had 
a  very  stringent  quota,  this  aiticism  was  valid.  In  fact,  this  was  the  flaw  in  the 
existing  management  system  that  ITQs  were  supposed  to  con-ect.  Another  major 
criticism  of  ITQs  was  the  formula  that  was  devised  to  determine  allocation  share. 
This  will  always  be  a  contentious  issue,  because  everyone  wants  to  get  as  much 
as  they  can  It  is  understandable  that  those  who  do  not  receive  enough 
allocation  to  stay  in  business  would  disagree  v/ith  the  formula.  ITQs  were 
created  to  solve  the  problem  of  overcapitalization  and  eliminate  the  weak  so  that 
those  remaining  can  prosper  without  pressing  for  higher  quotas  at  the  expense 
of  the  resource. 

How  have  these  criticisms  been  addressed? 

Once  the  surf  clam/ocean  quahog  ITQ  system  went  into  effect,  the  vessel 
operators  who  could  not  exist  on  the  allocation  that  they  controlled,  either  leased 
or  purchased  other  vessels  or  sold  their  vessels  to  another  fisherman.  This 
allowed  those  who  sold-out  to  leave  the  industry,  without  the  need  for 
government  financing. 

How  do  the  data  requirements  for  managing  fisheries  with  ITQs  compare  to  more 
traditional  management  regimes'^' 

In  the  surf  clam/ocean  quahog  regime  prior  to  ITQs,  the  reporting  of  data 
was  essentially  the  same  as  it  is  with  the  ITQ  system  The  only  exception  is  that 
now  tag  numbers  are  to  be  recorded  on  the  log  books.  This  was  not  required 
fSrior  to  ITQs  because  tags  were  not  used  However,  all  of  the  other  information 
had  always  been  required,  and  all  of  the  log  books  had  been  filed  giving  the 
industry  the  most  accurate  long-term  data  base  These  logs  include  what  was 
caught,  who  caught  it,  where  it  was  caught  it,  and  when. 

How  much  does  this  contribute  to  the  cost  savings  or  increased  expense? 

The  cost  for  the  government  and  the  industry  under  the  ITQ  system  and 
the  surf  clam/ocean  quahog  management  plan  is  essentially  the  same  for  data 
collection. 

What  has  been  the  impact  of  ITQ  systems  on  jobs  and  harvester  income? 

Over  the  long  term,  the  ocean  quahog  and  surf  clam  industry  was  grossly 
overcapitalized  Under  the  time  allocation  system,  as  the  fishing  times  were 
reduced  per  week,  the  crews  were  consolidated  on  to  more  than  one  vessel. 
The  reason  for  this  consolidation  was  that  there  was  not  enough  revenue  to 
support  the  crews  without  over-fishing  the  quotas.  Consequently,  when  the  ITQ 
system  went  into  effect,  the  industry  had  one  crew  running  two  or  three  vessels. 
Once  ITQs  allowed  consolidation,  the  surplus  vessels  left  the  fishery  Their 
allocation  was  placed  on  the  remaining  vessels.  After  that  occurred,  fishermen 
were  fully  employed  on  one  vessel  For  the  most  part,  under  the  ITQ  system, 
the  harvesters  make  approximately  the  same  amount  of  money  that  they  did 
under  the  time  based  allocation  system. 
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What  can  be  antiapated  for  other  fisheries  proposed  for  ITQ  systems'' 

Since  the  surf  clam/ocean  quahog  industry  looks  at  ITQs  atter  the  fact, 
not  a  lot  of  energy  has  been  spent  observing  other  fisheries  and  their  proposed 
ITQ  systems.  However,  it  can  be  anticipated  that  in  such  fisheries  as  the  black 
cod  and  halibut,  the  fishermen  will  make  more  money  because  fishing  trips  will 
be  spread  over  a  longer  pehod  of  time.  This  will  eliminate  markets  glut,  and  the 
fishermen  will  receive  more  for  their  catch.  The  crews  will  have  a  larger  income 
for  the  same  amount  of  fishing  time.  If  consolidation  is  allowed,  then  the  black 
cod  and  halibut  fishery  will  become  a  full-time  fishery. 

Do  you  agree  strict  enforcement  is  necessary  in  an  ITQ  system? 

The  surf  clam/ocean  quahog  industry  has  always  been  an  advocate  of 
strong  and  efficient  enforcement.  The  industry  continues  to  advocate  this  policy. 
If  widespread  violations  of  the  regulations  are  permitted,  the  system  becomes 
unbalanced  and  the  fishery  unstable. 

What  do  you  envision  as  appropriate  enforcement  techniques? 

Currently  in  the  surf  clam/ocean  quahog  fishery,  there  are  provisions  for 
closed  areas  and  a  size  limit.  However,  at  this  point  in  time,  there  are  no  closed 
areas  because  there  are  no  juvenile  clams  to  protect.  Since  all  of  the  clams  in 
the  EEZ  are  fairly  old  and  have  reached  maximum  yield  per  recruit  or  greater, 
the  size  limit  provision  has  been  suspended.  An  allocation  holder  has  his 
allocation  caught  by  a  vessel  which  is  required  to  report  the  catch.  It  is  then  sold 
to  the  processor  who  also  reports  the  catch  The  catch  reports  by  the  vessel 
and  the  processor  must  equal  These  provisions  can  be  enforced  at  the  plant 
level,  and  if  a  shipment  arrives  that  is  illegal,  it  Is  easy  to  spot.  Both  the 
processing  plant  and  the  vessel  that  caught  the  illegal  clams  can  be  penalized. 

in  your  testimony  you  objected  to  unreasonable  regulations  such  as  a  "call-  in" 
provision.  What  is  entailed  in  the  "call-in"  provision? 

The  "call-in"  provision  requires  each  vessel  captain  or  ovmer  to  call-in 
information  regarding  the  proposed  fishing  trip  to  a  NMFS  recording  before 
'leaving  the  dock.  Under  normal  circumstances  that  would  appear  to  be  a 
reasonable  request,  but  after  seventeen  years  the  ocean  quahog  fishery  has 
never  had  an  at-sea  violation.  Thus,  there  is  no  reason  for  ocean  quahog 
vessels  to  call-in.  For  these  vessels,  the  regulation  is  unnecessary  and 
unreasonable.  The  surf  clam/ocean  quahog  industry  did  suggest  that  vessels 
that  hold  New  Jersey  in-shore  surf  clam  permits,  along  with  an  offshore  permit, 
call-in  while  the  in-shore  season  is  open.  In  the  past,  those  vessels  have  had 
the  most  widespread  violations.  The  industry  recognized  the  problem  and. 
developed  a  solution    Rules  created  for  enforcement  sometimes  go  to  far 


Questions  from  the  Honorable  William  Hughes 


A1 .  Should  the  ocean  quahog  fishery  in  federal  waters  be  managed  apart  from 
the  rest  of  the  east  coast  quahog  fisheries? 

Prior  to  the  ITQ  system  going  into  effect  in  1990,  the  surf  clam/ocean 
quahog  industry  knew  that  there  was  a  quahog  fishery  within  a  three  mile  limit  to 
the  coast  of  Maine  Since  these  vessels  fished  in  instate  waters,  they  were  not 
required  to  hold  a  federal  permit  or  to  file  log  books  recording  each  of  their  trips. 
Just  before  Amendment  8  to  the  Surf  Clam/Ocean  Quahog  FMP  went  into  effect, 
the  coast  guard  boarded  a  Maine  vessel  in  the  federal  zone  that  was  illegally 
catching  ocean  quahogs.  The  fishermen  on  the  vessel  stated  that  they  did  not 
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know  that  they  had  to  obtain  a  permit  to  catch  ocean  quahogs  in  federal  waters 
or  had  to  file  log  books  Since  these  vessels  had  not  filed  logs  on  what  they  had 
caught  in  federal  waters,  which  would  have  given  them  allocation  equal  to  their 
yearly  catch,  they  did  not  receive  ITQ  quota.  The  fishermen  then  brought 
political  pressure  to  bear  and  demanded  that  they  be  allowed  to  catch  quahogs 
in  the  federal  zone.  This  request  was  granted  on  an  experimental  fishery  basis 
The  Mid-Atlantic  Council  asked  its  Northeast  Regional  Director  to  write  a 
secretarial  amendment  to  the  surf  clam/ocean  quahog  plan  addressing  the  issue 
of  the  Maine  quahog  fishery.  The  secretarial  amendment  went  to  public  hearing 
in  the  spring  and  fall  of  1993  It  gave  jurisdiction  to  the  State  of  Maine  from  the 
three  mile  limit  to  the  Hague  line  The  justification  for  this  was  paralytic  shellfish 
poisoning.  The  State  of  Maine  is  required  by  the  FDA  to  test  shellfish  for  PSP 
because  it  is  prevalent  in  Maine  shellfish  during  certain  pehods  Maine  had  to 
certify  that  the  shellfish  were  PSP  free.  Therefore,  all  clams  were  required  to  be 
landed  in  Maine.  This  amendment  also  implemented  severe  gear  restrictions 
that  would  exempt  everyone  but  Maine  fishermen  from  fishing  on  that  stock. 
This  completely  excluded  any  vessels  not  from  Maine. 

Once  the  amendment  had  been  put  forth  for  public  comment,  the  industry 
responded  by  suggesting  that  it  violated  national  standards,  i.e.  favoring  one 
state's  fishermen  over  another.  The  real  issue  is  that  the  FDA  requires  the  State 
of  Maine  to  test  for  PSP  regardless  of  what  other  management  regimes  there 
are  If  the  state  does  not  test,  then  their  certification  to  ship  shellfish  in  interstate 
commerce  v«juld  be  withdrawn  by  the  FDA.  Maine's  contention  that  they  had  to 
control  the  fishery  so  that  they  could  control  PSP  is  untrue.  In  fact,  the  reason 
they  wanted  control  of  the  fishery  was  tjecause  their  fishermen  had  been  caught 
fishing  illegally.  Remember,  they  vi«Duld  have  received  allocation  if  they  had  filed 
their  log  books.  Simply  put,  the  state  and  the  fishermen  do  not  want  to  be 
managed  or  controlled,  and  they  have  successfully  manipulated  the  National 
Manne  Fisheries  Service  to  their  own  ends. 

In  a  compromise  proposal  to  the  State  of  Maine,  the  industry  suggested 
that  they  give  the  State  of  Maine  allocation  amounting  to  the  numtjer  of  bushels 
caught  there.  This  would  allow  the  state  to  distribute  the  quahog  allocation  to 
the  fishermen  and  would  give  them  central  control  Their  fishermen  would  be 
required  to  file  log  books,  to  have  permits,  and  to  follow  all  of  the  general  rules 
that  the  rest  of  the  industry  is  required  to  follow  The  industry  -had  also 
suggested  that  if  a  southern  vessel  fished  for  quahogs  in  the  Maine  zone  and  did 
rfot  land  them  in  Maine,  the  vessel  must  test  the  clams  for  PSP  before  off 
loading  Testing  would  be  at  the  vessels  expense.  The  State  of  Maine 
continues  to  press  for  Amendment  9  to  be  implemented,  as  written  Maine  has 
also  suggested  to  the  New  England  Management  Council  that  the  clam  fishery  in 
New  England  be  regulated  by  the  New  England  Council.  The  New  England 
Council  seems  to  be  determined  to  have  a  regulation-free  clam  fishery. 

A2    Has  NMFS  considered  the  effects  that  amendment  nine  might  have  on  the 

ITQ  system'' 

It  is  quite  clear  that  the  ramifications  of  the  secretarial  amendments  that 
NMFS  wrote  was  not  thoroughly  thought  out.  If  the  pretense  of  testing  for  PSP  is 
used  as  the  excuse  for  the  State  of  Maine  to  take  complete  control  of  the  fishery, 
then  the  State  of  Massachusetts  should  be  allowed  the  same  right 
Massachusetts  also  has  the  responsibility  of  testing  for  PSP  in  its  state  waters, 
including  Georges  Bank  which  is  now  closed  because  of  PSP.  Currently,  the 
State  of  Massachusetts  has  a  moratonum  on  clam  fishing  vessels.  They  have 
size  limits  on  the  vessels  and  stringent  limits  on  clamming  gear.  Massachusetts 
would  prefer  to  isolate  the  rest  of  the  industry  from  the  surf  clam  ocean/quahog 
resource  on  Georges  Bank,  which  is  substantial  it  appears  that  Maine  had  an 
enormous  influence  in  the  way  Amendment  9  was  written.  It  also  can  be 
concluded  that  in  an  attempt  to  avoid  political  pressure,  the  NMFS  adopted  the 
state's  idea  for  management  of  the  quahog  resource  in  federal  waters  without 
contemplating  the  consequences  of  the  proposed  rules  and  regulations. 
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A3.  Is  there  a  separate  quota  for  Maine's  fisheries? 

There  is  no  quota  for  Maine  quahog  fishermen.  The  dam  population  in 
Maine's  in-shore  waters  is  very  low  due  to  over-fishing.  No  survey  has  been 
conducted  for  the  quahog  population  off  Maine,  nor  is  there  a  set  quota.  It  is 
clear  that  they  do  not  want  a  population  dynamics  survey,  because  under  the 
surf  clam/ocean  quahog  plan,  they  would  be  required  to  have  a  quota.  That 
would  place  restraints  on  the  fishery,  which  they  do  not  want.  The  National 
Marine  Fisheries  Service  is  attempting  to  have  it  both  ways.  They  maintain  that 
there  is  an  insignificant  fishery  in  Maine.  The  question  is,  are  they  over-fishing 
the  stock?  The  state  does  not  know,  because  they  have  not  conducted  any 
population  studies.  It  can  be  assumed  that  they  have  grossly  over-harvested  the 
resource  because  they  have  already  fished  out  the  inshore  waters  which  have 
no  quota.  Conversely,  the  National  Marine  Fisheries  Service  also  maintains  that 
Maine's  fishery  must  be  part  of  the  national  quota  because  there  should  be  no 
separate  quota.  If  the  Maine  fishermen  are  catching  the  off-shore  quota,  then 
they  should  be  part  of  the  management  plan.  The  clam  industry  offered  to  give 
Maine  fishermen  allocation  That  allocation  would  be  taken  from  the  federal 
quota.  The  Maine  fishery  declined  the  offer. 

A4.  Does  Amendment  9.  in  effect,  restrict  the  non-Maine  resident  from  fishing  in 
the  state  by  creating  a  landing  law  and  gear  restrictions  that  are  unique  to 
Maine? 

Under  Amendment  9,  Maine  has  created  a  situation  where  only  Maine 
fishermen  can  fish  for  ocean  quahogs  or  surf  clams  in  federal  waters  in  the 
northern  half  of  the  state. 

A5.  Were  Maine  vessels  fishing  illegally  in  the  EEZ  Ijefore  Amendment  8  went 
into  effect?  Why  were  they  not  issued  quahog  allocation? 

When  this  question  was  addressed  in  the  past,  it  was  found  that  Maine 
vessels  were  fishing  in  the  EEZ  without  permits,  and  without  filing  log  books. 
These  are  violations  punishable  by  huge  fines.  None  of  those  vessels  received 
fines  for  breaking  the  law. 

Quahog  allocation  was  issued  to  vessels  in  New  England  depending  on 
the  average  catch  for  years  fished.  Averages  were  calculated  from  landings 
reported  in  official  log  books  supplied  by  the  National  Marine  Fishenes  Service. 
If  the  vessel  did  not  have  a  permit,  then  it  was  not  required  to  fill  out  a  log  If  a 
log  was  not  filled  out,  then  the  vessel  did  not  receive  an  allocation.  The  Maine 
fishermen  stated  that  they  were  fishing  off-shore,  but  that  they  still  wanted  free 
access  to  the  fishery.  The  industry  reminded  them  that  if  they  had  completed  log 
books  they  would  have  t>een  allocated  the  clams.  It  is  inconceivable  that  the 
Maine  fishermen  will  use  the  excuse  that  they  had  fished  out  the  in-shore  stocks, 
so  they  were  forced  to  fish  off-shore. 

A6.  What  steps  has  the  NMFS  taken  to  work  with  the  rest  of  the  quahog  industry 
to  the  issues  surrounding  the  Maine  fishery? 

The  clam  industry,  through  the  regional  directors  office,  tried  to  develop  a 
compromise  plan.  The  industry  suggested  that  they  give  a  portion  of  their 
allocation  to  franchise  the  Maine  fishermen.  Under  this  proposal,  the  Maine 
fishermen  would  be  brought  under  Amendment  8  and  receive  a  share  of  the 
quota,  even  though  they  had  not  reported  catch  under  the  terms  and  conditions 
of  the  FMP.  The  Maine  fishermen  turned  down  that  proposal,  preferring  to  stay 
with  Amendment  9,  which  is  essentially  no  restrictions  or  quota  management. 

Dick  Roe,  the  Regional  Director  of  the  National  Marine  Fisheries  Service, 
under  pressure  from  the  Mid-Atlantic  Fisheries  Management  Council,  allowed 
the  council  to  take  over  Amendment  9.  The  council  is  attempting  to  find  a 
compromise  position. 
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B1.  Why  did  the  NMFS  deade  to  include  allocation  sanctions  in  the  penalty 

schedule  under  the  surf  clam  \  ocean  quahog  management  plan? 

B2  Has  NMFS  studied  the  effects  of  possible  sanctions  on  the  lending  industr/s 

willingness  to  loan  money  for  the  purpose  of  purchasing  ITQs? 

B3  What  steps  is  the  NMFS  taking  to  ensure  access  to  credit  and  maintain  the 

stability  of  the  ITQ  market? 

84  Is  it  true  that,  under  the  revised  penalty  schedule.  ITQ  owners  could  loose 

their  allocations  through  the  actions  of  a  contractor  or  subcontractor? 

The  National  Marine  Fisheries  Service  decided  that  the  existing  penalty 
schedule  authorized  by  Congress  was  inadequate.  To  correct  this  fault,  they 
determined  that  under  the  ITQ  system  they  could  issue  allocation  sanctions,  and 
that  they  could  do  this  administratively  without  benefit  of  public  hearings  or 
industry  review.  The  existing  penalty  schedule  for  possession  of  illegally  caught 
dams  is  as  follows;  The  vessel  owner,  the  captain  of  the  vessel,  the  unloading 
dock  owner,  the  transporting  tmcking  company,  and  the  shucking  plant  owner 
can  all  be  fined  $1000,000  each.  In  addition,  the  vessel  can  have  its  dam 
fishing  permit  revoked  or  suspended.  Processing  plants'  permits  can  suffer  the 
same  fate  The  industry  thought  that  a  $5000,000  fine  per  violation,  possible 
loss  of  operating  permits,  or  possible  vessel  forfeiture  was  quite  a  deterrent 
The  National  Marine  Fisheries  Service  and  NOAA  General  Council  did  not 
concur. 

The  problem  with  allocation  sanctions  is  that  ITQs  are  not  a  property 
right.  Therefore,  the  banks  cannot  take  a  security  position  on  the  allocation. 
This  creates  a  situation  where  only  companies  who  can  purchase  allocation 
outright  can  acquire  allocation  In  the  past,  allocation  has  been  used  as 
collateral.  It  was  signed  over  to  the  bank  until  it  was  paid  for.  It  was  then 
transfen-ed  to  a  the  owner  If  sandions  are  permitted  to  stand,  no  bank  will  take 
possession  of  allocation  as  collateral  because  a  violation  by  the  vessel  under 
contrad  could  result  in  the  loss  of  the  allocation.  There  would  be  no  recourse 
for  either  the  bank  nor  the  purchaser.  This  creates  a  system  whereby  only  large 
corporations  can  buy  allocation  It  excludes  the  small  independent  fleet  owners 
who  must  be  able  to  purchase  allocation  to  stay  in  business  Another  problem 
with  this  proposal  is  that  most  of  the  allocation  caught  today  is  not  caught  by  the 
allocation  owner.  Most  vessel  ov/ners  lease  allocation  and  then  contrad  to  sell 
the  catch  to  processors.  If  allocation  sandions  are  permitted  to  stand,  then  only 
'the  vessel  owners  who  own  large  blocks  of  allocation  and  can  guarantee  the 
replacement  of  lost  allocation  with  their  own,  will  be  able  to  catch  clams  under 
the  ITQ  system.  For  example,  this  exdudes  the  fishing  captain  who  wants  to 
purchase  a  vessel  to  catch  contrad  allocation  because  he  cannot  post  adequate 
guarantees  to  protect  the  allocation  In  effed,  he  is  baaed  from  the  industry 
There  is  a  further  inequity  in  the  sandion  concept,  an  example  of  which  follows: 
Company  A  has  a  thousand  bushels  of  allocation,  while  company  B  has  a  million 
bushel  allocation.  Both  are  found  in  violation,  and  have  sandions  levied  against 
them  for  50%  of  their  allocation  Company  B.  with  much  more  allocation,  has  a 
penalty  of  millions  of  dollars.  The  industry  feels  that  the  allocation  sandion 
concept  is  misguided  in  that  it  is  not  equitable  for  all  participants. 

The  clam  industry  suggests  that  all  clam  captains  be  licensed  Most 
violations  are  committed  by  boat  captains.  If  they  were  licensed,  then  the 
violators'  license  could  be  suspended  or  revoked.  The  National  Marine 
Fisheries  Service  maintains  that  licensing  captains  is  not  government  policy. 
Despite  this,  they  have  licensed  all  ground  fish  fishermen  and  scallopers  in  the 
Northeast.  As  a  consequence,  the  industry  feels  that  it  would  be  appropriate  for 
the  National  Marine  Fisheries  Service  to  reconsider  sandions.  In  the  event  of  a 
violation  where  leased  allocation  is  involved,  those  who  committed  the  violation, 
the  captain  and/or  the  vessel  owner,  should  be  penalized,  not  the  allocation 
ovwier. 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  Wally  Gordon,  and  I  would  like  to  begin  with  a  brief  introduction  of  myself  and  my 
company. 

I  began  my  career  in  the  grocery  products  industry  in  1966.  For  fourteen  years,  I  held  various 
positions  in  sales  and  marketing  with  both  regional  and  national  food  companies.  In  1980,  I 
became  involved  in  the  clam  business  as  the  Director  of  Marketing  for  American  Original 
Corporation  in  Seaford,  Delaware.  Currently,  I  am  the  President  and  majority  stockholder  of 
Mid-Atlantic  Foods,  Inc.,  located  in  Pocomoke  City,  Maryland,  and  Gordon's  Seafood,  Inc., 
located  in  New  Bedford,  Massachusetts. 

I  am  active  in  a  number  of  trade  organizations.  At  present,  I  serve  as  a  Regional  Vice  President 
of  the  National  Fisheries  Institute,  as  well  as  a  member  of  their  Board  of  Directors.  I  am  the 
immediate  past  president  of  the  Mid-Atlantic  Food  Processors  Association.  I  am  an  appointed 
member  of  the  Surf  Clam  and  Ocean  Quahog  Industry  Advisory  Conmiittee  to  the  Mid- Atlantic 
Fishery  Management  Council,  and  have  participated  in  most,  if  not  all,  of  the  Council's 
meetings  where  Amendment  8  ITQ's  were  discussed. 

Mid-Atlantic  Foods  was  formed  in  1982  to  process  canned  clams,  clam  juice,  chowders,  and 
various  seafood  products.  We  currently  employ  67  people  in  our  Pocomoke  City  operation,  and 
do  business  nationally  and  internationally.  Mid-Atlantic  Foods  services  both  the  retail  and 
foodservice  markets,  and  I  believe  that  we  are  currently  the  second  largest  supplier  of  canned 
clam  products  to  the  foodservice  industry. 

Gordon's  Seafood  was  formed  in  1993,  currently  employees  approximately  50  people,  and  is  a 
clam  shucking  operation  which  processes  both  fresh  and  frozen  products. 

I  am  here  today  to  testify  about  the  effect  the  ITQ  quota  system  has  had  on  the  Surf  Clam  and 
Ocean  Quahog  Fisheries,  and  to  recommend  issues  which  should  be  considered  before 
implementing  ITQ's  in  other  fisheries. 

While  my  company  has  been,  and  will  continue  to  be,  disadvantaged  by  the  way  ITQ's  were 
implemented  in  the  clam  fishery,  I  would  like  to  empathize  that  I  am  not  here  to  recommend  any 
further  tampering  with  Amendment  8.  Any  manipulation  could  only  further  damage  my 
company  and  my  remaining  suppliers.  Amendment  8  is  in  effect,  and  the  industry  is  adjusting. 
Amendment  8  needs  to  be  finalized  and  made  more  permanent.  It  is  the  lack  of  permanence  in 
the  amendment  which  puts  many  participants  in  the  industry  to  such  a  disadvantage. 
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I  attended  a  White  House  briefing  in  1992  which  was  addressed  by  Dr.  John  Knauss,  a  senior 
NOAA  official,  who  made  a  statement  to  the  effect  that... the  we  chose  to  experiment  (or  test) 
ITQs  in  the  clam  industry  because  it  is  small  industry  and  we  could  not  hurt  anything.  That 
statement  is  indicative  of  an  attitude  which  forced  the  current  plan  on  our  industry,  in  spite  of 
opposition  by  a  high  percentage  of  industry  participants. 

It  is  my  opinion  that  ITQ's  were  allocated  unfairly  in  the  surf  and  ocean  quahog  fishery.  The 
amendment  gave  great  wealth  to  some  and  huge  advantages  to  others,  while  placing  serious 
obstacles  at  the  independent  processor's  door.  Three  years  after  implementation,  I  am  still 
adapting  to  a  rapidly  changing  industry.  The  obstacles  are  still  in  place.  My  message  is,  "Oh, 
no!    Please  don't  help  me  again!!" 

In  the  following  testimony,  I  will  try  to  address  the  questions  posed  by  the  Committee,  tell  you 
how  ITQ's  are  affecting  my  company  as  well  as  the  industry,  and  suggest  recommendations 
which  should  be  considered  before  implementation  in  other  fisheries. 

First  of  all,  we  need  to  decide  what  we  are  trying  to  accomplish  and  the  type  of  fishing  industry 
we  want  to  have  in  this  country.  An  ITQ  system  as  implemented  in  Amendment  8  to  the  Mid- 
Atlantic  Fishery  Management  Council's  Surf  Clam  and  Ocean  Quahog  Fishery  Plan  will  lead 
to  a  few  vertically  integrated  corporations  controlling  every  aspect  of  the  industry  from 
harvesting  through  marketing.  If  we  want  to  maintain  the  traditional  fisheries  in  the  hands  of 
independent  fishermen  and  fishing  families,  and  have  a  variety  of  processors  (large  and  small, 
new  and  old),  we  must  use  a  system  other  than  ITQ's,  or  structure  ITQ's  differently  than  they 
are  structured  under  Amendment  8. 

Any  quota  system  must  be  bankable.  Financing  must  be  available  through  normal  commercial 
sources.  To  be  bankable,  it  must  have  stability,  a  tangible  value,  an  acceptable  method  of 
transferring  ownership,  and  enough  potential  owners  to  ensure  a  market.  To  be  fair  to  all 
participants,  as  well  as  the  American  public,  it  must  have  ownership  limits,  and  reasonable 
constraints  to  prevent  price  manipulation  and  the  creation  of  artificial  shortages. 

Initially,  ITQ's  have  a  shock  affect  on  the  industry.  Multi-vessel  owners  who  receive  substantial 
ITQ's  have  various  options:  (a)  They  can  reduce  the  size  of  their  fleet  thereby  becoming  more 
efficient.  The  dollars  available  from  this  fleet  reduction  can  then  be  used  to  purchase  additional 
quota  enabling  them  to  become  even  more  efficient,  (b)  They  can  cash  out,  and  rent  their  ITQ's 
back  to  the  remaining  participants.  This  windfall  in  the  tens  of  millions  of  dollars  is  permanent 
and  the  dollars  are  out  of  the  industry.  Efficiency  is  not  promoted,  nor  is  the  search  for  new 
resources  or  the  development  of  new  technology.  It  becomes  a  permanent  leach  to  the  industry 
and  to  the  American  public.  At  today's  prices,  an  ITQ  owner  with  approximately  one  percent 
of  the  surf  clam  quota  can  retire  with  an  on  going  annual  income  of  $200,000. 

Single  vessel  owners  or  those  without  sufficient  amounts  of  ITQ's  to  fish  economically  must 
either  (a)  sell  out,  (b)  buy  ITQ's  with  dollars  from  an  outside  source;  or  (c)  form  an 
arrangement  to  sell  their  catch  to  a  processor  with  allocation  and  in  remm  fish  enough  of  the 
processor's  ITQ's  to  become  efficient. 

This  becomes  a  significant  burden  to  an  independent  processor  unable  to  finance  the  purchase 
of  non  bankable  ITQ's.  A  large  public  corporation  simply  takes  cash  or  credit  backed  by  its 
other  operations  and  funds  the  purchase  of  ITQ's.  Small  fishermen,  who  were  selling  to 
processors  without  allocation  and  who  are  unable  to  fish  their  limited  ITQ's  economically  are 
forced  to  switch  and  fish  for  a  processor  who  can  offer  them  additional  ITQ  tags.  (Fish  your 
ITQ's  for  me  and  I'll  pay  you  a  catching  fee  to  fish  an  equal  quantity  of  my  ITQ's).  Because 
of  the  "fixed"  expense  of  maintaining,  insuring,  and  operating  a  fishing  vessel,  the  owner's 
profit  does  not  double,  it  quadruples!  I  have  lost  a  significant  percentage  of  my  supply  due  to 
this  kind  of  leveraging  tactic.  Every  major  processor,  except  one  who  stood  to  receive 
approximately  25%  of  the  ITQ's  opposed  Amendment  8  as  it  was  implemented.  Shortly  after 
implementation,  this  one  supporting  processor  sold  out.  Other  processors  who  were  in  a  position 
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to  finance  the  purchase  of  ITQ's  began  to  do  so. 

One  of  the  initial  aims  of  the  Mid-Atlantic  Fishery  Management  Council  was  to  reduce  over 
capitalization  in  the  industry.  They  were  spectacularly  successful  in  the  harvesting  segment. 
However,  for  every  capital  dollar  reduced  in  the  fleet,  the  system  has  multiplied  it  many  times 
over  and  placed  the  burden  on  the  processors.  We  in  turn  have  no  choice  but  to  pass  this  cost 
along  to  our  customers.  As  a  point  of  reference,  in  the  three  years  since  the  implementation  of 
Amendment  8,  my  cost  of  shellstock  has  increased  from  one  third  to  over  fifty  percent 
depending  on  specie  and  quality  -  much  faster  than  the  C.P.I.  While  it  has  reduced  over 
capitalization  in  the  harvesting  segment,  it  has  become  almost  impossible  for  an  individual  to 
follow  the  American  dream  by  starting  out  as  a  crew  member,  learning  and  working  his  way 
through  mate  to  captain,  and  eventually  buying  his  own  vessel  and  becoming  and  "independent 
fisherman". 

Prior  to  Amendment  8,  an  individual  could  have  purchased  a  high  quality,  fully  licensed  fishing 
vessel  at  a  cost  in  the  neighborhood  of  $750,000  to  $1 ,000,000.  This  was  a  bankable  purchase. 
An  aggressive  fisherman  could  then  harvest  in  the  neighborhood  of  35,000  bushels  of  surf  clams 
and  150,000  bushels  of  quahogs,  and  properly  managed  would  have  a  "doable  deal".  Under 
today's  system,  in  addition  to  the  boat,  an  owner  would  have  to  purchase  ITQ's  at  a  cost  in  the 
neighborhood  of  $2,500,000.  Currently,  this  is  not  a  bankable  purchase.  It,  therefore,  restricts 
new  entrants  to  the  industry  to  large  corporations  or  to  individuals  with  substantial  assets. 

This  country  has  a  great  tradition  of  encouraging,  and  even  protecting,  the  US  fisherman. 
Vessels  fishing  in  the  EEZ  must  be  US  built  vessels.  They  must  be  owned/controlled  by  US 
citizens,  and  even  the  radio  operator  must  be  a  citizen  and  must  communicate  in  English.  ITQ's 
as  implemented  in  Amendment  8  allow  outside  interests,  speculative  players,  and  even  foreign 
nationals  /  corporations  to  own  and  control  the  rights  to  our  natural  resource.  This  has  already 
happened,  and  it  will  continue  to  increase. 

Ultimately,  vessel  crews  will  receive  less  money  per  unit  of  catch.  Crews  will  be  paid  a 
percentage  of  the  catching  fee  rather  than  the  traditional  percent  of  the  catch's  value. 

Recently,  Doug  Hall,  Assistant  Secretary  of  Conmierce  for  Oceans  and  Atmospheres  stated 
in  an  address  to  the  National  Fisheries  Instimte  that  there  was  pressure  from  the  Administration 
to  explore  the  use  of  user  fees.  I  submit  that  ITQ's  as  implemented  in  Amendment  8  have 
created  a  user  fee  system.  The  fee  being  paid  by  the  American  consiuner,  unfortunately  is  going 
elsewhere. 

In  conclusion,  I  would  like  to  take  a  moment  to  sunmiarize  how  our  company  and  other 
independent  processors  have  been  injured  by  Amendment  8: 

1.  Our  cost  of  quahog  shellstock  has  increased  by  thirty-three  percent. 

2.  Our  cost  of  surf  clam  shellstock  has  increased  in  excess  of  fifty  percent. 

3.  We  have  lost  valuable,  long  term  suppliers  that  can  not  replaced: 

a.  Some  have  sold  out  and  retired. 

b.  Some  are  lost  to  competitors  on  "buy  one/get  one"  or  similar  schemes. 

c.  Some  were  lost  to  competitors  who  financed  their  purchase  of  addition  ITQ's. 

4.  We  have  been  forced  to  buy  from  state  resources,  often  increasing  our  costs  and 
lowering  our  quality. 
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5.    We  must  compete  against  vertically  integrated  processors  who  were  given  ITQ's. 
Since  independent  processors  are  currently  paying  as  much  to  rent  a  surf  clam  tag  as 
they  used  to  pay  for  the  shellstock  before  Amendment  8,  I  would  suggest  that  an 
independent  processor  can  be  at  a  distinct  economic  disadvantage. 


In  spite  of  all  my  negative  comments  on  Amendment  8  and  how  it  was  forced  on  our  industry , 
I  ask  that  you  do  not  try  to  "fix  it"! !  Under  the  rules  that  the  Mid- Atlantic  Fishery  Management 
Council  imposed  on  our  industry,  many  good  companies  and,  even  more  importantly, 
independent  fishermen  have  spent  millions  of  hard  earned  dollars  to  adapt  to  the  new  system. 
Unless  you  are  prepared  to  reimburse  this  investment,  almost  any  change  will  have  a 
catastrophic  effect  on  the  industry  and  its  participants. 

I  suggest  that  this  be  made  a  bankable  ITQ,  and  that  we  stop  trying  to  manage  it  or  fix  it. 

If  your  decision  is  that  the  advantages  of  an  ITQ  system  outweigh  the  disadvantages,  then  I 
submit  the  following  recommendations  for  your  consideration: 


RECOMMENDATIONS  FOR  ANY  ITQ  SYSTEMS 


1 .  Any  plan  must  be  bankable!  To  be  bankable  (financing  available  through  normal  commercial 
sources)  it: 

a.  Must  be  a  "property  right"  not  subject  to  revocation. 

b.  Must  not  be  threatened  by  confiscation  as  proposed  by  NMFS. 

c.  Must  not  be  subject  to  micro  management  in  an  effort  to  right  every  grievance. 

d.  Must  have  a  method  to  readily  transfer  ownership  and  thereby,  establish 
reasonable  value. 

2.  Ownership  by  any  one  entity  must  be  limited. 

3.  Ownership  must  be  limited  to  entities  who  own  or  operate  vessels,  thereby  keeping 
speculators  out  of  tlie  resource. 

4.  The  value  of  the  ITQ's  must  be  in  "the  right  to  fish,  free  of  unnecessary  restrictions",  rather 
than  in  speculative  ownership. 

5.  The  plan  must  prevent  the  ability  of  an  ITQ  holder  to  withhold  product  from  the  market  to 
manipulate  the  price. 

6.  The  plan  must  have  a  method  to  initially  distribute  allocation  on  a  fair  and  equitable  basis. 
Inflation  of  catch,  or  a  history  of  cheating,  etc.  should  not  enhance  an  owner's  initial  ITQ 
receipts,  as  it  did  under  Amendment  8. 

7.  There  should  be  an  initial  cost  to  ITQ  owners,  or  a  way  to  prevent  a  windfall  to  the 
recipients  and  an  untenable  burden  to  non- recipients. 

8.  Any  future  ITQ  plan  must  be  suited  to  the  particular  fishery  which  it  is  intended  to  manage. 
I  thank  you  for  your  consideration  of  my  comments  and  my  recommendations. 
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Good  afternoon,  Mr.  Chairman  and  Members  of  the  Subcommittee.   My  name  is 
Roger  McManus,  and  I  am  the  President  of  the  Center  for  Marine  Conservation.   We 
appreciate  this  opportunity  to  respond  to  your  questions  and  to  provide  our  views  on  the 
subject  of  Individual  Transferrable  Quotas.   The  Center  has  been  investigating  the  benefits 
and  consequences  of  ITQs  as  a  fishery  management  tool  for  several  years.  We  published  in 
1992  an  examination  of  the  economic  forces  driving  overfishing  in  a  small  book  called  "Why 
People  Catch  Too  Many  Fish."   In  the  fall  of  1992,  we  sponsored  with  the  World  Wildlife 
Fund  a  conference  on  limited  access  systems,  bringing  together  academics,  resource  managers, 
economists,  conservationists  and  fishemien  from  all  over  the  world.   The  final  report  of  that 
conference,  including  all  the  papers  presented,  is  about  to  be  released.   This  examination  led 
us  to  oppose  the  recent  approval  of  the  ITQ  program  for  halibut  and  sablefish  in  the  Gulf  of 
Alaska,  for  reasons  which  I  will  detail  in  our  response  to  the  questions  you  raised  in 
conjunction  with  this  hearing. 

As  you  examine  the  application  of  ITQs  in  U.S.  fisheries  during  your  deliberations  on 
the  Magnuson  Fishery  Conservation  and  Management  Act,  we  would  urge  you  to  proceed 
with  caution.   The  choice  to  alter  fundamentally  the  relationship  between  the  public  and 
public  resources,  to  change  a  centuries-long  tradition  of  open  access  to  the  sea,  is  not  one  to 
be  made  lightiy  or  without  due  consideration  of  the  possible  alternatives  and  their 
consequences.   We  do  not  believe  that  implementation  of  ITQ  systems  in  all  U.S.  fisheries  is 
either  practical  or  desirable.  We  disagree  strongly  with  those  who  offer  them  as  a  panacea  for 
every  problem  in  fisheries  management  from  overfishing  to  safety  to  bycatch  and  waste. 
Indeed,  without  substantial  change  in  the  Magnuson  Act  to  compel  councils  to  use  the  basic 
management  tools  that  exist  already,  such  as  defining  overfishing  and  setting  timetables  and 
deadlines  to  rebuild  depleted  stocks,  ITQs  will  be  littie  more  than  an  economic  allocation 
mechanism  to  guarantee  harvest  shares  on  stocks  that  continue  to  be  managed  into  decline 
and  depletion.   Finally,  we  are  wary  of  a  rush  to  get  all  U.S.  fisheries  under  ITQ  systems  as  a 
quick  means  to  bring  sorely  needed  additional  financial  resources  to  the  budget  of  the 
National  Marine  Fisheries  Service. 

ITQs  may  have  many  benefits,  about  which  you  will  no  doubt  hear  today.   Our 
testimony  will  sound  more  of  a  cautionary  note,  with  observations  on  the  following  issues:    1. 
we  oppose  any  quota  system  that  privatizes  public  resources;   2.  we  oppose  any  quota  system 
that  gives  away  the  public's  resources  without  compensation;   3.  implementation  of  limited 
access  programs,  including  ITQs,  must  be  evaluated  and  designed  on  a  case-by-case,  fishery- 
by-fishery  basis;  4.  nonetheless,  there  are  certain  elements  that  must  be  present  in  any  system 
of  limited  access  if  it  is  to  be  effective  in  conservation. 

1.   A  system  to  limit  access  to  fisheries,  even  one  that  grants  individual  catch  quotas,  must 
not  privatize  public  resourees. 

There  are  many  aspects  of  ITQs  that  have  the  ring  of  property.   They  have  value,  they 
can  be  bought  and  sold,  they  can  be  used  as  collateral  to  get  a  loan,  they  may  potentially  be 
sized  as  assets  by  the  Internal  Revenue  Service.   The  owners  of  the  quota  shares  have 
exclusive  use  of  them.   These  are  the  very  aspects  of  ITQs  that  economists  argue  will  cause 
holders  of  shares  to  behave  in  a  different  way  than  users  of  a  common  property  resource.   It 
is  this  sense  of  ownership,  according  to  economists,  that  causes  the  ethic  of  stewardship  to 
blossom,  and  brings  about  care  and  conservation  of  a  resource  because  the  owners  have  an 
economic  self-interest  in  preserving  it  so  they  can  continue  to  use  it  beneficially  for  a  long 
time. 

Without  getting  into  a  lengthy  discussion  of  how  applicable  this  theory  is  to  fishing, 
we  would  point  out  that  perhaps  it's  not  so  simple,  and  perhaps  some  people  fish  for  reasons 
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other  than  maximizing  profit   I  don't  have  any  concrete  suggestions  for  how  resource 
economists  can  crank  into  the  equation  qualitative  values  such  as  lifestyle  choice,  community 
tradition,  cultural  diversity  and  so  forth,  but  I  do  know  that  I  am  not  comfortable  with  the 
theorists'  assertion  that  maximizing  economic  return  is  the  major  factor  that  informs  our 
choices  about  how  and  why  we  fish. 

More  importandy,  we  find  it  difficult  to  accept  that  ownership  in  and  of  itself  creates 
stewardship.   It  may  create  incentives  to  fish  more  slowly  and  carefully,  to  deliver  a  better 
product  to  market,  to  fish  more  selectively.   But  how  does  ownership  give  rise  to  a 
commitment  to  take  into  account  the  other  public  values  related  to  conserving  fish  in  the 
ecosystem?   We  don't  think  it  does.   Conservation  for  those  values  must,  in  the  end,  reside 
with  the  steward  of  the  public's  trust  resources-the  government.   And  for  that  reason, 
ownership  and  control  must  remain  in  the  public  sector. 

This  is  the  position  of  the  current  administration,  and  we  encourage  the  Congress  to  go 
on  record  to  affirm  it.   I  have  attached  for  your  information  a  letter  from  D.  James  Baker, 
Under  Secretary  for  Oceans  and  Atmosphere,  which  states  in  part: 

"This  administration  does  not  advocate  privatization  of  public  living  marine 
resources.   The  establishment  of  ITQs  does  not  confer  private  property  rights, 
nor  do  holders  of  quota  shares  own  the  resource.   Rather,  this  type  of  fisheries 
management  distributes  transferable  harvesting  privileges  of  the  allowable  yield 
specified  under  a  fishery  management  plan  (FMP).   An  ITQ  will  necessarily 
have  some  characteristics  and  advantages  of  private  property  since  holders  of 
shares  can  treat  them  as  a  negotiable  instrument  that  can  be  bought,  sold,  or 
leased.   But  ownership  and  control  of  the  resource  remains  in  the  public 
sector." 

The  question  then  remains,  once  you  put  share  holders  on  notice  that  the  extent  of  the 
bundle  of  rights  they  have  in  the  ITQ  is  limited  by  government,  will  there  remain  sufficient 
economic  incentive  for  them  to  treat  their  shares  with  an  eye  to  the  future?   Or  will  they  just 
fish  them  as  fast  and  hard  as  they  would  under  an  open  access  regime?   The  proper  balance 
between  "soft"  rights  of  access  that  may  be  restricted  or  revoked,  and  "hard"  property  rights 
that  provide  sufficient  business  predictability  and  expectation  to  create  incentives  to  conserve, 
is  one  we  should  strike  with  care. 

2.   Initial  awards  of  shares  under  an  individual  quota  system  must  carrv  a  price  to  compensate 
the  public  for  its  resources. 

A  second  major  issue  within  the  ITQ  debate  is  that  of  compensation  for  the 
commercial  harvest  of  public  resources.   It  was  this  failing  primarily  that  led  Center  for 
Marine  Conservation  to  oppose  the  recent  adoption  of  an  ITQ  program  for  halibut  and 
sablefish  in  the  North  Pacific.   Not  only,  in  that  case,  was  the  government  creating  a  vast 
windfall  for  recipients  of  the  quota  shares  at  public  expense,  it  also  was  admitted  that  the 
agency  did  not  have  sufficient  budget  to  implement,  manage  or  enforce  the  program  as 
adopted. 

Management  and  enforcement  of  ITQ  systems  can  be  more  costly  than  traditional 
management  approaches  for  a  variety  of  reasons.   For  example,  the  very  lack  of  seasonality 
that  makes  ITQs  appealing  (no  derby,  better  product  handling,  market  availability,  etc.)  brings 
the  requirement  that  enforcement  activities  occur  at  all  times  of  the  year  in  all  possible 
fishing  areas,  rather  than  on  the  grounds  during  the  "season."   the  potential  for  highgrading, 
bycatch,  and  cheating  is  not  eliminated  with  ITQs,  and  may,  according  to  some  of  the 
literature,  be  exacerbated. 

Leaving  aside  the  question  of  compensation  for  normal  fishing  activities,  currentiy 
proposed  ITQ  systems  will  convey  enormous  financial  windfalls  to  a  privileged  few  with  no 
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compensation  to  the  public  that  has  to  continue  to  pay  for  the  costs  associated  with  the 
management  (and  in  some  cases  otherwise  subsidize  fishing  operations),  much  less  receive 
profits  from  the  use  of  their  property.   (The  Center  currently  is  conducting  a  study  on  the 
government  subsidies  for  the  fishing  industry.)  Such  arrangements  fail  to  internalize  the 
economic  and  environmental  costs  they  bear,  as  may  be  reflected  by  the  abuses  public  lands 
have  suffered  from  subsidized  mining,  livestock  grazing  and  timber  production. 

We  are  facing  squarely  the  question  of  getting  a  fair  return  for  resources  from  public 
lands.   It  is  unthinkable  that  we  should  get  nothing  in  retum  for  parcelling  out  the  bounty  of 
our  nation's  ocean  resources.   It  makes  good  sense  that  users  of  the  public  domain  pay  their 
fair  share— for  getting  exclusive  access,  for  their  use  of  the  resource,  and  for  the  costs  of 
implementing,  managing,  and  enforcing  the  program. 

The  Center  believes  that  the  use  of  auction  payments,  transfer  fees,  taxes,  rents, 
royalties,  or  other  fee  collection  mechanisms  must  be  examined  to  get  money  from  the  use  of 
fish  back  into  the  task  of  conserving  and  managing  the  fish.   Such  mechanisms  should  be 
resolved  and  in  place  before  further  ITQ  programs  are  established 

In  order  to  do  this,  we  must  amend  the  Magnuson  Act  to  allow  NOAA  to  collect  more 
than  just  the  administrative  costs  of  program  management   I  have  attached  recommended 
language  for  achieving  this  objective,  which  is  also  supported  by  the  Marine  Fish 
Conservation  Network. 

3.  Implementation  of  limited  access  programs,  including  ITQs.  must  be  evaluated  and 
designed  on  a  fishery-by-fishery  basis. 

Limiting  access  to  fisheries  is  a  means  to  prevent  overfishing  where  effort  is  the  cause 
of  overfishing;  that  is,  where  the  fishery  is  "overcapitalized"  and  you  want  to  get  some  people 
out  of  the  fishery.   We  must  be  careful  to  evaluate  first  the  causes  behind  the  depletion  of  the 
fish  in  question.   While  it  is  true  that  far  fewer  boats  are  needed  these  days  to  catch  what's 
left  of  Pacific  salmon,  for  example,  what  incentive  would  be  created  by  decapitalizing  the 
West  Coast  salmon  fleet,  and  putting  the  few  remaining  boats  on  ITQs,  when  they  know  the 
continuing  decline  of  the  salmon  runs  will  be  driven  far  more  by  water  policy  than  by  their 
catch  rates? 

On  the  other  hand,  if  the  fish  in  question  are  declining  or  depleted  because  we  have 
too  many  boats  chasing  too  few  fish,  then  that  fishery  might  be  a  candidate  for  limiting 
access  through  ITQs.   In  all  cases,  the  first  step  to  limiting  access  is  a  moratorium  on  new 
entrants  to  the  fishery.   Until  we  have  a  better  balance  sheet  in  terms  of  the  number  of 
overutilized  species  in  this  country,  we  should  be  discouraging  new  capital  investment  in  U.S. 
fisheries  not  only  through  our  fisheries  policy,  but  through  our  tax  policy,  loan  programs,  and 
any  other  incentive  programs  the  govemment  has  at  its  disposal. 

Once  a  moratorium  is  in  place,  there  are  many  ways  to  further  limit  access  and  reduce 
fishing  effort.   These  means  are  directly  related  to  the  nature  of  the  fishery  and  should  be 
evaluated  on  a  case-by-case  basis.   ITQs  and  other  quota  share  systems  are  just  one  of  the 
variety  of  means  to  limit  access. 

In  considering  whether  to  implement  an  ITQ  proposal  for  a  particular  fishery,  we  believe  a 
number  of  questions  must  be  asked: 

•  Is  the  ITQ  proposed  solely  as  an  allocation  (i.e.,  "economic  rationalization") 
measure,  or  is  it  a  means  to  reduce  effort  and  thereby  reduce  catch? 

•  Does  the  fishery  lend  itself  to  decapitalization,  that  is,  is  there  a  likelihood  of  putting 
many  vessels  out  of  work,  and  what  are  the  social  and  political  consequences  that  will 
have  to  be  faced? 

•  Does  the  ITQ  pose  conservation  problems  such  as  incentives  to  highgrade  or  increase 
problems  with  bycatch? 
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•  Is  the  ITQ  proposed  as  a  conservation  measure?  Does  it  correct  the  conservation 
problems  it  purports  to  address? 

♦  Have  traditional  management  measures  failed  to  solve     those  problems?  And  if  so, 
is  it  because  they  can't,  or  because  managers  have  not  implemented  them  fully? 

In  our  evaluation  of  ITQ  systems  as  a  conservation  tool,  certain  criteria  repeatedly 
surfaced  that  seemed  to  contribute  to  the  success  or  non-success  of  a  program  to  help  achieve 
conservation  benefits: 

1.  The  smaller  the  fishery,  in  terms  of  vessels  or  participants,  the  more  feasible  the 
monitoring  and  enforcement. 

2.  The  fewer  the  buyers,  processors,  and  ports,  the  more  feasible  the  monitoring  and 
enforcement. 

3.  The  better  the  health  of  the  stock  at  the  time  tiie  program  is  implemented,  the  more  likely 
the  fish  populations  will  be  managed  sustainably. 

4.  Sedentary  species  are  easier  to  manage. 

5.  Single  species  fisheries  tend  to  preclude  the  occurrence  of  most  bycatch. 

6.  Previous  experience  with  some  form  of  limited  access  system  provides  an  information  base 
that  is  helpful  to  successful  TAC-setting. 

7.  Restrictions  on  transferability  prevents  quota  shares  from  accumulating  in  the  hands  of 
faceless  corporations,  domestic  or  foreign,  which  may  not  adhere  to  a  conservation  ethic. 

8.  Cooperation  from  the  industry  through  comanagement  facilitates  enforcement  and 
information-gathering. 

9.  Supplemental  regulations  must  accompany  quota  allocations  to  ensure  the  use  of  less 
wasteful  gear,  protect  sp)ecies  from  being  harvested  at  particularly  vulnerable  times,  such  as 
spawning  periods,  require  minimum  size  restrictions  to  ensure  suitable  recruitment  stock,  and 
prevent  overcapitalization  by  restricting  effort  and  capacity  of  gear  and  vessels. 

10.  Some  species  are  not  conducive  to  being  managed  by  quotas,  such  as  salmon  (which 
require  a  certain  amount  of  escapement  usually  determined  at  different  times  during  the 
season),  "flash"  fisheries,  complex  multispecies  fisheries,  or  size-dependent  fisheries  where 
quota  management  leads  to  excessive  bycatch,  highgrading,  and  waste. 

The  evaluation  of  Uie  fishery  and  the  design  of  the  system  must  take  place  with  all  the 
stakeholders  at  the  table-including  public  stakeholders  who  are  not  looking  for  a  share  of  the 
quota  to  catch.   It  is  important  that  the  design  of  the  system  be  an  open,  participatory  process 
in  order  to  incorporate  the  entire  array  of  community  values  and  expectations-values  and 
expectations  that  may  not  be  capable  of  being  reduced  to  economic  units  or  market  analysis. 

4.  If  a  limited  access  svstem  is  to  be  effective  at  conserving  our  fish,  it  must  contain  certain 
essential  elements. 

At  the  outset,  any  system  to  limit  access  must  be  clear  that  what  the  government  is 
granting  to  the  user  is  an  access  privilege,  or,  in  the  case  of  ITQs,  a  share  of  a  quota.   The 
ownership  of  the  resource  must  clearly  remain  with  the  government,  which  ultimately  retains 
the  authority  to  limit  taking  by  lowering  the  overall  catch  quota,  imposing  conditions  or 
restrictions  on  the  manner  of  catching,  or  requiring  other  actions  that  are  designed  to  conserve 
the  fish  and  the  ecosystem.    In  addition,  the  following  elements  are  essential: 

1.  a  cap  on  effort; 

2.  in  fisheries  that  already  have  too  much  effort,  an  effort  reduction  plan  in  addition  to 
allocation  of  access  rights; 

3.  supplemental  regulations  to  promote  conservation,  including  selective  gear  restrictions,  area 
closures  to  protect  spawning  fish  and  other  vulnerable  populations,  bycatch  restrictions, 
habitat  protection,  etc.; 

4.  sufficient  knowledge  of  the  fish  population  and  biology  prior  to  implementation; 

5.  conservative  or  cautious  TAC  setting.; 

6.  improved  research  and  data  management;  and 


430 


statement  of  the  Center  for  Marine  Conservation 
February  9,  1994 

7.  enforceable  rules,  including  those  that  limit  participation,  require  increased  observer 
coverage  and  monitoring,  or  impose  stiffer  penalties. 

Finally,  it  should  be  stressed  again  that  until  U.S.  law  is  changed  to  allow  for  the 
collection  of  royalties,  it  is  poor  policy  to  divide  up  the  fisheries  and  give  them  away  to 
fishermen.    We  cannot  support  giving  the  resource  away  for  free,  nor  do  we  advocate 
managing  marine  ecosystems  in  a  way  that  precludes  their  sustainability  for  the  future. 

CONCLUSION 

Over  a  decade  ago  while  I  was  working  in  the  Executive  Office  of  the  President,  first 
for  the  Carter  Administration  and  then  under  Reagan,  I  thoroughly  reviewed  the  literature  on 
the  pros  and  cons  of  privatizing  wildlife.   Most  of  the  literature  then  published  promoting 
privatization,  was  sophomoric  in  its  analysis,  particularly  for  its  ignorance  of  basic  biology 
and  for  its  construction  of  dubious  economic  rationales  as  to  why  owners  of  such  resources 
would  naturally  seek  to  maintain  them  for  sustainable  use.   Still,  I  thought  the  tool  may  be 
applicable  in  some  cases,  for  example,  the  management  of  deer  on  the  lands  of  timber 
companies.   Unfortunately,  I  was  never  able  to  convince  the  proponents  of  privatization  or  the 
Reagan  Administration  to  set  about  critically  examining  the  biological,  economic  and  legal 
elements  or  regimes  under  which  privatization  of  wildlife  may  be  identified  as  a  preferred 
management  regime. 

From  my  review  at  that  time  and  with  my  experience  since  then,  I  view  privatization 
of  terrestrial  wildlife  as  an  alternative  only  in  a  few  possibly  highly  defined  circumstances. 
Privatization  of  marine  wildlife  enormously  complicates  our  ability  to  conserve  their 
populations  and  does  not  even  begin  to  address  consideration  of  their  roles  in  their 
ecosystems. 

In  the  final  analysis,  ITQs  offer  no  magic  bullets  to  stem  the  decline  of  our  ocean 
fisheries.   What  has  been  lacking,  in  my  view,  is  not  economic  incentive  to  conserve,  but 
political  will  to  uphold  and  enforce  the  objectives  of  the  Magnuson  Act   If  we  amend  the 
Act,  as  recommended  by  the  Center  and  others,  to  remove  the  ambiguity  over  whether 
conservation  and  sustainability  are  the  standards  by  which  we  manage,  and  then  the  Council's 
live  up  to  those  standards,  there  would  be  plenty  of  fish  to  go  around.   Then  we  wouldn't  be 
using  contorted  arguments  of  economic  theory  to  make  palatable  the  tough  political  reality 
that  we  got  a  bunch  of  people  into  fishing  over  the  last  18  years,  and  now  we're  trying  to 
figure  how  to  get  them  out. 

Thank  you  Mr.  Chairman,  for  this  opportunity  to  comment  on  a  most  important 
reauthorization  issue.   I  will  be  pleased  to  answer  any  questions  fipom  you  or  the 
Subcommittee. 
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Good  afternoon,  and  thank  you  inviting  us  to  testify  on  ITQs  as  a  fishery  management 
tool.  We  represent  the  Environmental  Defense  Fund  (EDF),  a  nonprofit,  non-governmental 
organization  that  uses  science,  economics,  and  law  to  create  lasting  solutions  to  environmental 
problems.    EDF  has  six  offices  around  the  nation,  and  250,000  members. 

To  decide  whether  Individual  Transferable  Quotas  (ITQs)  represent  a  useful  tool  for 
solving  the  fisheries  crisis  one  first  must  diagnose  the  crisis  ~  what  are  the  causes  of  the 
collapse  of  fishery  after  fishery  in  the  United  States?  Bad  judgment  by  fishery  managers, 
greed  and  even  corruption  have  no  doubt  played  roles.  We  at  EDF  believe  that  more 
fundamental  economic  pressures  underlie  the  more  obvious  immediate  causes,  however. 
Conventional  open  access  fishery  management  has  created  economic  incentives  to  overfish  - 
-  incentives  too  strong  for  even  well-intentioned  fishers  and  managers  to  resist 

After  considerable  research  EDF  has  concluded  that  ITQs  represent  a  promising  fishery 
management  tool  that  Congress  should  support  —  though,  cautiously.  ITQ-based  limited  access 
fishery  management  offers  a  chance  to  tum  destructive  economic  incentives  into  positive  ones. 
ITQs  offer  hope  that  the  sad,  long-term  loss  of  fishing  industry  jobs  that  has  so  devastated 
many  coastal  communities  can  be  halted  and  hope  that  this  country's  battered  marine 
ecosystems  can  be  saved  from  further  decline. 

EDF  staff  have  recendy  authored  a  detailed  report  on  ITQ-based  fishery  management, 
entided  "Achieving  Sustainable  Fisheries  in  America  with  Incentive-Based  Limited  Access 
Policies."  EDF's  report,  currently  in  draft  and  being  circulated  for  comment,  elucidates  the 
pros  and  cons  of  ITQs.  From  our  investigation,  it  is  clear  that  ITQs  eliminate  incentives  that 
result  in  the  "race  for  fish"  —  a  destructive  characteristic  of  open-access  management.  ITQs 
also  create  strong  incentives  among  quota-holding  fishers  to  support  management  decisions  that 
enhance  conservation  and  stewardship.  As  a  result,  ITQs  reduce  pressure  on  managers  to 
compromise  the  health  of  fish  populations  to  avert  short-term  economic  crisis.  ITQs  achieve 
this  result  by  increasing  profits,  stabilizing  revenues,  and  increasing  the  predictability  of 
management. 

It  is  absolutely  critical  to  recognize  that  ITQs  are  only  a  tool,  however,  and  will  help 
save  fisheries  only  if  managers  use  them  with  other  important  tools.  Iron-clad  harvest  limits, 
must  be  imposed  if  ITQs  or  any  other  management  tool  are  to  be  effective.  Fishery  managers 
must  set  a  total  allowable  catch,  or  TAC,  in  virtually  every  fishery,  and  the  TAC  must  reflect 
a  broad  range  of  values,  including  the  protection  of  diversity  within  fish  populations,  the 
protection  of  the  ecosystems  of  which  fish  are  critical  components,  and  the  protection  of 
biological  diversity.  Today,  in  that  limited  number  of  fisheries  in  which  TACs  are  regularly 
set,  TACs  simply  reflect  the  need  to  leave  enough  fish  to  ensure  a  harvest  next  year,  and  they 
often  do  not  even  achieve  that  short-sighted  and  inadequate  goal.  Other  necessary  management 
tools  include  gear  restrictions  and  incentives  to  minimize  wasteful  bycatch. 

There  is  very  strong  evidence  that  ITQs  reduce  or  eliminate  the  race  for  fish  that  has 
destroyed,  and  that  continues  to  destroy,  fish  populations  and  fishing  profits  all  around  the 
country.  You  are  all  no  doubt  familiar  with  this  syndrome,  which  has  resulted  in  the  absurdity 
of  a  48  hour  season  for  halibut,  with  an  intolerable  cost  in  human  lives,  bycatch,  ghost  fishing 
fi-om  lost  gear,  and  market  gluts. 

By  guaranteeing  fishers  a  certain  portion  of  the  TAC,  ITQs  eliminate  the  incentive  to 
race  and  to  overcapitalize.  FTQs  ended  the  race  for  fish  in  fisheries  in  New  Zealand, 
AustraUa,  British  Columbia,  and  Newfoundland,  as  well  as  in  the  US  wreckfish,  surfclam, 
ocean  quahog,  and  Green  Bay  yellow  perch  fisheries.  In  fact,  ITQs  have  ended  racing  in  most 
of  the  fisheries  in  which  they  have  been  used.    In  some  cases,  racing  persisted  to  exploit  high 
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fish  densities  and  market  conditions,  but  it  soon  ended  if  fishers  were  not  penalized  for  leaving 
part  of  their  quota  unfished.  The  end  of  the  race  for  fish  should  save  lives,  increase  profits, 
reduce  pressure  on  managers  to  set  unsustainable  TACs,  reduce  ghost  fishing,  and  perhaps 
increase  the  survival  rate  for  discarded  fish  by  allowing  fishers  time  to  handle  bycatch  more 
carefully. 

Few  studies  have  been  conducted  on  how  effectively  ITQs  create  incentives  for 
stewardship.  Anecdotal  evidence,  however,  and  those  studies  that  have  been  done  to  date,  all 
support  the  view  that  ITQs  cause  fishers  to  place  greater  value  on  their  interest  in  the  future 
of  the  fishery  than  do  fishers  under  open  access  management  For  example,  wreckfish  fishers 
dropped  their  opposition  to  a  TAC  reduction  and  New  Zealand  fishers  actually  opposed  a 
move  to  increase  the  TAC  for  hoki.  The  fact  that  wreckfish,  surf  clam  and  ocean  quahog 
quota  shares  command  much  higher  sale  prices  than  do  one-year  leases  of  the  same  percentage 
shares  indicates  that  quota-holders  attach  real  value  to  their  stakes  in  the  future  of  the  fishery. 
Fishers  in  these  fisheries  expect  a  future  stream  of  revenues  from  their  quotas,  and  value  them 
accordingly.  In  addition,  compliance  with  TACs  improved  dramatically  as  a  result  of  ITQ 
management  in  Canada  and  Austraha.  Substantially  increased  profits,  greater  economic 
stability,  and  the  fact  that  quota-holders  have  an  economic  stake  in  healthy  fish  populations 
have  apparentiy  eased  pressure  on  managers  to  compromise  conservation  for  short-term 
economic  gain. 

In  addition  to  increasing  compliance  with  TACs  and  creating  incentives  to  conserve  fish 
populations,  ITQs  are  likely  to  decrease  bycatch  by  reducing  total  fishing  effort.  ITQ 
management  has  also  encouraged  more  ecologically  sound  fishing  practices  in  Australia  and 
the  US  wreckfish  fishery,  where  bans,  limited  entry,  and  other  conventional  measures  all  had 
failed  previously. 

Some  of  the  failings  that  critics  have  attributed  to  ITQs  are  in  fact  failings  that  plague 
all  forms  of  fishery  management,  including  inadequate  enforcement,  inadequate  assessment, 
data-fouling,  cheating,  highgrading,  and  dumping.  ITQs  do  appear  to  create  incentives  for 
highgrading,  but  it  must  be  recognized  that  trip  limits,  commonly  used  to  extend  seasons  under 
open  access,  also  result  in  extensive  highgrading. 

EDF  has  concluded  that  many  of  the  problems  that  have  arisen  in  ITQ  programs  can 
be  solved  by  carefully  choosing  fisheries  for  ITQ  management  and  by  better  ITQ  program 
design  and  implementation.  ITQs  are  probably  not  suitable  for  all  fisheries.  It  is  critical  to 
note  that  those  ITQ  programs  that  have  been  implemented  to  date  have  not  been  designed 
expressly  to  maximize  conservation  benefit.  Non-govemment  and  non-industry  environmental 
and  marine  conservation  groups  have  had  littie  if  any  involvement  in  ITQ  program  design  to 
date  and  we  believe  opportunities  have  been  missed  to  enhance  conservation  benefits  through 
better  program  design.  Further  ITQ  implementation  in  the  U.S.  should  proceed  only  under  a 
firm  mandate  to  achieve  maximum  long-term  conservation  benefits  and  only  with  much 
broader  public  involvement. 

EDF  strongly  supports  the  legislative  proposals  of  the  Marine  Fish  Conservation 
Network  for  amending  and  strengthening  the  Magnuson  Act.  EDF  staff  worked  hard  with 
others  in  the  Network  to  help  draft  this  unprecedented  proposal  put  forth  by  a  new,  broad- 
based  coalition  of  environmental  and  marine  conservation  groups  that  includes  organizations 
of  commercial  and  recreational  fishers.  The  Network  proposes  many  urgentiy  needed 
amendments  to  the  Magnuson  Act,  including  mandatory  recovery  plans  for  depleted  fisheries, 
citizen  suit  provisions,  tougher  conflict  of  interest  disclosure  requirements  for  Council 
members,  restrictions  on  and  incentives  to  reduce  bycatch,  and  stronger  provisions  for 
protecting  marine  habitat 
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In  addition  to  these  needed  reforms  we  support  the  Network's  proposal  to  amend  the 
Magnuson  Act  to  eliminate  the  existing  prohibition  in  the  Act  (Section  304(d))  against 
charging  fees  that  exceed  certain  limited  administrative  costs.  This  amendment  would  allow 
the  direct  beneficiaries  of  the  regional  council  fishery  management  system  to  shoulder  a  fair 
share  of  the  costs  of  research,  management  and  enforcement.  The  amendment  would  also 
allow  assessments  on  the  economic  rent  or  capital  value  of  ITQs,  which  should  form  the 
principal  source  of  revenue  to  cover  ITQ  program  costs.  It  would  also  enable  Councils  to  use 
auctions,  where  appropriate,  in  the  initial  allocation  of  quota  shares. 

The  major  challenges  to  the  Councils  and  the  National  Marine  Fishery  Service  in 
implementing  ITQ  plans  are  the  same  challenges  that  will  have  to  met  no  matter  what  type 
of  management  is  used.  We  will  need  better  enforcement,  better  and  more  ecologically-based 
TACs,  equitable  allocation  formulas,  and  programs  to  ease  the  pain  of  transition  from 
overcapitalized  fisheries  to  sustainable  fisheries. 

ITQs  may  initially  increase  the  management  burden  on  NMFS  and  the  Councils  because 
good  ITQ  program  design,  including  the  initial  quota  allocations,  requires  an  arduous,  time- 
consuming  process.  However,  ITQs  will  decrease  the  burden  in  the  future  by  eliminating 
the  need  to  engage  in  contentious  debates  about  the  allocation  of  fishing  privileges  after  the 
initial  allocation  is  made.    Market  forces  will  take  over  this  function. 

The  integrity  of  an  ITQ-based  management  program,  as  with  any  other  form  of 
management,  will  depend  on  strong,  efficient  enforcement  of  the  rules.  In  some  fisheries  in 
which  enforcement  costs  have  initially  risen  after  conversion  to  ITQ  management,  quotaholders 
have  willingly  assumed  the  added  enforcement  costs.  As  argued  earlier  in  this  testimony,  the 
Magnuson  Act  should  be  amended  to  allow  U.S.  fishery  managers  to  require  ITQ  quotaholders 
to  pay  enforcement  costs. 

The  economic  and  social  costs  of  ITQs  and  of  any  other  management  tool  that  reduces 
overcapitalization  and  fishing  effort  include,  most  notably,  reducing  the  number  of  fishers 
actively  fishing.  The  choice  of  leaving  overcapitalization  unaddressed  is  no  choice  at  all, 
however,  and  will  have  an  even  more  catastrophic  effect  on  jobs.  For,  under  conventional 
open  access  management,  and  even  under  limited  access  management  that  imposes  no  limit 
on  the  percentage  of  the  TAC  that  an  individual  fisher  may  take,  continuing  technological 
innovation  and  available  capital  make  each  fisher  increasingly  powerful,  further  escalating  the 
race  for  fish.   The  inevitable  result  is  overfishing,  fish  population  collapse  and  fisher  job  loss. 


ITQs,  unlike  other  approaches,  would  compensate  those  fishers  who  want  to  get  out  of 
the  fishery.  Moreover,  ITQs  will  bring  stability  to  the  jobs  that  are  saved  and,  because  ITQs 
help  fish  populations  to  recover,  or  to  recover  more  rapidly  than  they  might  under  other 
management  approaches,  ITQs  may  in  fact  lengthen  job  terms,  as  TACs  are  increased  and 
boats  can  spend  more  days  fishing.  They  may  even  ultimately  increase  the  number  of  jobs 
as  boats  increase  crew  sizes  to  handle  increasing  TACs,  as  populations  recover. 

ITQs  may  also  change  the  character  of  a  fishing  community,  if  individual  quota- 
holders  decide  to  sell  out  to  larger  firms.  There  are  a  number  of  ways  to  design  ITQ 
programs  to  prevent  such  an  outcome,  however.  These  include:  establishing  quota  percentage 
ownership  caps,  setting  aside  quota  for  recreational  fishers,  issuing  some  quota  to  communities 
and  restricting  quota  share  trading  in  various  ways.  Unfortunately  these  kinds  of  restrictions 
will  diminish  the  principal  benefits  of  ITQ-based  management  -  its  tendency  to  reduce  fishing 
effort  and  increase  fisher  efficiency  while  increasing  fisher  profitability  and,  therefore,  its 
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tendency  to  provide  economic  incentives  to  quotaholders  to  be  better  long  term  ecosystem 
stewards. 

Fishery  managers  considering  adopting  such  restrictions  during  ITQ  program  design 
must  strike  a  balance  between  competing  desires  to  "engineer"  specific  social  outcomes  and 
to  maximize  conservation  benefits,  taking  into  account  the  characters  of  the  specific  fishery 
and  affected  fishing  communities.  It  should  also  be  remembered  that  quotaholders,  including 
individuals  and  communities,  can  help  prevent  quota  consolidation  simply  by  choosing  not  to 
sell  quota  --  like  hardscrabble  family  farmers  choosing  to  continue  farming  rather  than 
"cashing  out"  by  selling  their  land  to  developers  or  to  corporate  farming  enterprises  -  and 
instead  making  a  long-term  commitment  to  the  health  of  their  fishery. 

This  last  analogy,  comparing  quota  ownership  to  land  ownership,  raises  another  set  of 
concerns  that  critics  of  ITQs  have  frequently  expressed  --  the  fears  that  issuing  ITQs  to  fishers 
would  either  run  afoul  of  the  public  trust  doctrine  or,  perhaps  worse,  create  the  nightmarish 
potential  for  expensive  Fifth  Amendment  takings  claims  whenever  fishery  managers  decide  to 
reduce  TAC  in  the  face  of  dwindling  fish  populations,  or  to  dismantle  an  ITQ  program  if  it 
isn't  working. 

The  answers  to  these  legal  concerns  are  clear,  however.  Quota  ownership  is 
fundamentally  different  fi-om  land  ownership.  K  some  basic  principles  are  observed  during 
ITQ  program  design,  issuing  ITQs  will  not  create  property  rights  that  could  trigger  valid 
takings  claims  under  the  U.S.  Constitution.  And  their  issuance  will  not  violate  the  public  trust 
doctrine. 

The  most  basic  principle  to  observe  in  ITQ  program  design  is  to  provide  full  disclosure 
to  quotaholders  of  the  risks  of  quota  ownership.  Express  ITQs  as  a  percentage  of  a  variable 
TAC  and  leave  it  up  to  the  fishery  managers  to  decrease  or  increase  the  TAC  from  season  to 
season,  or  even  to  reduce  it  to  zero,  depending  upon  the  condition  of  the  fish  population  and 
its  larger  ecosystem  at  the  beginning  of  each  season.  Other  ITQ  program  designers,  notably 
in  New  Zealand,  have  made  the  mistake  of  defining  ITQs  as  an  absolute  amount  of  fish  the 
quotaholder  may  catch  during  a  season,  rather  than  as  a  percentage  of  a  variable  TAC.  These 
mistakes  led  to  expensive  government  programs  to  buy  back  quota  when  fishery  managers 
realized  they  had  overestimated  the  sizes  of  fish  populations  and  needed  to  reduce  the  TAC. 

Fears  that  ITQ-based  management  may  violate  the  public  trust  doctrine  are  equally 
unfounded.  A  properly  designed  ITQ  program  expresses  ITQs  not  as  the  conveyance  of 
property  interests  in  a  public  resource  --  wild  fish  -  but  simply  as  harvest  privileges  allowing 
each  quotaholder  to  engage  in  fishing  activities.  A  quotaholder  may  continue  fishing  during 
a  season  until  having  caught  a  percentage  (equal  to  his  or  her  percentage  quota  share)  of  the 
TAC  previously  established  for  that  season. 

In  conclusion,  in  addition  to  amending  the  Magnuson  Act  as  we  have  proposed  earlier 
in  this  testimony,  EDF  recommends  that  Congress  take  two  specific  actions  to  address  ITQs. 
First,  impose  a  temporary  moratorium,  one  year  initially,  on  the  initiation  of  new  ITQ 
programs  in  U.S.  managed  fisheries.    Second,  establish  a  carefully  designed  ITQ  pilot  study. 

These  steps  would  allow  fishery  managers  to  learn  from  closely  monitored  experience 
with  a  limited  number  of  new  ITQ  experiments,  as  well  as  with  those  few  that  are  ongoing, 
before  the  use  of  ITQs  in  the  U.S.  is  allowed  to  expand  further.  We  suggest  that  Congress 
immediately  convene  an  expert  panel,  such  as  the  team  that  produced  the  National  ITQ  Study 
Report,  to  establish  the  factors  that  should  be  considered  in  selecting  fisheries  for  ITQ 
management,  and  in  designing  ITQ  programs,  so  that  conservation  benefits  are  maximized. 
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EDF's  draft  report  on  ITQs  includes  specific  proposals  for  such  selection  considerations  and 
design  criteria  and  other  authors  have  made  similar  proposals,  all  of  which  could  help  inform 
the  panel's  effort.  The  panel  should  adopt  preliminary  guidelines  as  soon  as  possible  and 
revise  them  periodically  as  more  is  learned  from  the  ITQ  pilot  study.  The  guidelines  would 
be  used  to  establish  pilot  ITQ  programs  in  several  US  fisheries.  The  panel  would  evaluate 
the  pilot  study  and  the  moratorium  annually  to  decide  whether  to  recommend  to  the  Secretary 
of  Commerce  extending  the  moratorium,  lifting  it,  or  modifying  it. 

ITQs  are  the  most  promising  fishery  management  tool  on  the  horizon.  They  will  only 
be  effective,  however,  within  a  framework  that  includes  mandatory  ecologically-based  TACs, 
aggressive  fish  population  rebuilding  targets,  tough  enforcement,  collection  of  solid  data  on 
which  management  tools  work  and  which  don't,  new  protection  for  marine  habitat,  and 
continuing  use  of  conventional  tools  like  restrictions  on  non-selective  and  destructive  gear. 

Thank  you  for  the  opportunity  to  present  testimony  on  this  important  subject 


437 


United  Catcher  Boats 


Brent  Paine 
Executive  Director 
United  Catcher  BoaU 
3040  W.  Commodore  Way 
Seattle,  Waihiogton  98199 
Phone:  (206)  282-2599 
Fax:      (206)282-2414 


Steven  E.  Hughe* 

Technical  Director 

4066  21it  Avenue  W,  Suite  200 

Seattle,  Waahington  98199 

Pbme:  (206)286-3480 

Fax:       (206)2B3«263 


United  Catcher  Boau  was  founded  in  December  of  1993  through  the  efforts  of 
several  leaders  in  the  commercial  fishing  industry  to  unify  the  owners  of 
vessels  which  trawl  for  Alaska  groundfish  and  West  Coast  whiting.  Many  of 
these  vessels  also  have  a  long  history  of  fishing  Bering  Sea  crab  in  addition  to 
their  groundfish  trawl  fisheries. 

United  Catcher  Boats  is  a  successor  organization  to  both  American  High  Seas 
Fisheries  Association  and  American  Independent  Fishermens  Association 
and,  in  addition,  is  now  home  for  many  vessels  not  previoxisly  belonging  to  any 
association  of  vessel  owners. 

Presently  53  vessels  are  on  the  membership  roster  (see  attached)  and  the  list  is 
still  growing.  This  fleet  now  accoimts  for  at  least  85%  of  all  Bering  Sea, 
Aleutian  Islands  and  Western  Gulf  of  Alaska  pollock  and  Pacific  cod  catches 
harvested  by  vessels  that  catch  but  do  not  process  aboard.  The  magnitude  of 
this  groundfish  harvest  alone  totals  675,750  mt,  conservatively  valued  at  $150 
minion  to  the  fishermen. 

We  are  very  enthusiastic  about  the  formation  of  United  Catcher  Boats  and  the 
prospects  of  bringing  this  impressive  fleet  together  in  support  of  rational 
fisheries  management,  sustained  yields,  reduced  bycatches,  and  maintaining 
our  vessels'  market  share  in  this  competitive  industry. 

Vessels  comprising  the  membership  are  modem,  high-tech,  stem-ramp 
trawlers  in  the  85'-180'  range.  They  are  American  built  and  maintained, 
primarily  family  owned,  American  crewed,  financed  by  local  banks  and 
support  their  local  commimity  infi^structures.  Most  vessels  are  home  ported 
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in  Washington  State,  but  others  stem  from  Northern  California,  Oregon  and 
Alaska. 

The  United  Catcher  Boat  ofBce  in  Seattle  is  served  by  President  John  Gruver,  a 
veteran  captain  and  partner/owner  of  the  FA^  Seawolf,  Vice  Fhresident  Frank 
Steuart,  a  veteran  businessman  in  the  fishing  industry  and  owner  of  the  F/V 
Sunset  Bay  and  Half  Moon  Bay,  Secretary  Robert  Czeisler,  Treasurer  Margaret 
Hall,  and  an  impressive  14-member  board  of  directors.  Steve  Hughes,  a  well- 
known  and  respected  fishery  biologist  with  25  years'  experience  in  North 
Pacific  fisheries,  serves  as  United  Catcher  Boats'  Technical  Director.  Brent 
Paine,  former  senior  staff  biologist  with  the  North  Pacific  Fishery 
Management  Coimdl,  is  United  Catcher  Boats'  Executive  Director. 

We  appreciate  the  opportunity  to  make  this  introduction  of  our  new 
association.  Please  stop  by  for  a  visit  or  give  us  a  call. 
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United  Catcher  Boats 
Membership  List 
February  4,  1994 


Vessel  Name 

Owner 

1 

Alaskan  Star 

Supreme  Alaska 

2 

Aleutian  Challenger 

Breskovich 

3 

Alsea 

Hall/Gerding 

4 

Amber  Dawn 

Parker 

5 

American  Beauty 

Flemming 

6 

American  Eagle 

Hjelle/TynesAVabey 

7 

Argosy 

Hall 

8 

Auriga 

Henricks/Atterberry 

9 

Aurora 

Henricks/Atterberry 

10 

California  Horizon 

Reilly 

11 

Caravelle 

Westman 

12 

Catlin  Ann 

Dooley/Dooley 

13 

Chelsea  K 

Garrison 

14 

Destination 

Austnebeig 

15 

DofiaLiliana 

Desautel/Kuhr 

16 

Dofia  Paulita 

Desautel/Kuhr 

17 

Flying  Cloud 

McManus 

18 

Golden  Dawn 

Barets/Sarich 

19 

Great  Pacific 

Bronson 

20 

Gun-Mar 

ndhuso/ndhuso 

21 

Half  Moon  Bay 

Steuart 

22 

Hazel  Lorraine  I 

Dooley/Dooley 

23 

Mar-Gun 

ndhuso/ndhuso 

24 

Margaret  Lyn 

Czeisler 

25 

Mark  I 

Pedersen/Pedersen 

26 

Miss  Leona 

Westman 

27 

Morning  Star 

Stanchfield 

28 

Muir  Milach 

Praser 

29 

Neahkahnie 

Bohannon 

30 

Nordic  Fury 

Hovik/Stone 

31 

Nordic  Star 

Swasand 

32 

Ocean  Leader 

Flemming 

33 

Oceanic 

Langesater 

34 

Pacific  Alliance 

Supreme  Alaska 

35 

Pacific  Challenger 

Peterson 

36 

Pacific  Fury 

Hovik/Stone 

37 

Pacific  Prince 

Dooley/Dooley 

38 

Pacific  Viking 

McManus 

39 

Progress 

Hall/Robinson 
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1994 

40 

Rosella 

Westman 

41 

Royal  American 

Austneberg 

42 

Seawolf 

Watson/Gruver 

43 

Sharon  Lorraine 

Dooley/Dooley 

44 

Starfish 

Swasand 

45 

StarUte 

Swflsand 

46 

Starward 

Swasand 

47 

Sunset  Bay 

Steuart 

48 

Tracy  Anne 

Eraser 

49 

Vanguard 

Hall/Hall 

50 

Vesteraalen 

Pedersen/Cosgrove 

51 

Viking 

Reilly 

52 

Western  Dawn 

Olsen 

53 

Westward  I 

Reilly 

441 


"*  NATIONAL  COALITION  FOR  MARINE  CONSERVATION 


5105  Paulsen  St ,  Suite  243 
_  SAVANNAH,  GEORGIA  31405 

^  V       "*-  ^  Phone  W  2)  354-0441 

February  1 ,  1 994 


The  Honorable  Thomas  Manton 

Chairman,  Subcommittee  on  Fisheries  Management 

U.S.  House  of  Representatives 

Room  1334,  Longworth  Office  Building 

Washington,  DC  20515 

Dear  Rep.  Manton, 

In  anticipation  of  the  Fisheries  Management  Subcommittee's  February  9th 
hearing  on  the  use  of  Individual  Transferable  Quotas  as  tools  for  fishery  management 
and  conservation,  I  am  enclosing  a  copy  of  an  issue  paper  recently  published  by  the 
National  Coalition  for  Marine  Conservation.   It  is  entitled,  'The  Crowded  Sea:  An  Issue 
Paper  on  Limiting  Entry  to  Marine  Fisheries." 

The  National  Coalition  for  Marine  Conservation  has  been  actively  promoting 
policies  to  improve  the  stewardship  of  marine  fisheries  since  1973.  Our  overriding 
interest  in  considering  limited  entry  in  its  various  forms,  including  ITQs,  is  resource 
conservation.   In  our  paper,  we  urge  a  reasoned  and  deliberate  approach  in  planning 
the  application  and  implementation  of  limited  entry  schemes,  suggest  some  basic 
principles  to  guide  the  use  of  limited  entry  as  a  management  tool  and  enhance  its 
potential  for  success,  and  conclude  with  recommendations  for  legal  and  policy 
changes  at  the  federal  level. 

We  would  be  happy  to  talk  further  with  you  or  the  subcommittee  about  how 
limiting  entry  to  marine  fisheries  can  and  should  fit  in  to  our  national  fisheries  policy. 

Thanl<  you  for  your  consideration  of  our  views. 

Sincerely, 

-  (  ' (    ■■      ■. 

Ken  Hinman 
Executive  Director 

Enclosure 
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THE  CROWDED  SEA 


AN  ISSUE  PAPER  ON  LIMITING  ENTRY 
TO  MARINE  FISHERIES 


by  Ken  Hinman  and  Carl  Paulsen 
National  Coalition  for  Marine  Conservation 
Savannah,  Georgia 


November  1993 


SUMMARY 

Historic  open  access  policies  hove  led  to  over- 
crowding ond  overcopitolizcFtion  in  many  U.S.  ocean 
fisheries.  This  condition  contributes  to  and/or  exac- 
erbates overfishing,  byccrfch,  v\/aste.  user  conflicts, 
high  management  costs  and  economic  inefficiency. 
In  response,  limited  entry  as  a  control  on  fishing 
effort  is  being  considered  in  a  grovv^ing  number  of 
U.S.  commercial  fisheries.  In  some  cases,  this  means 
not  merely  restricting,  but  substantially  reducing  the 
total  number  of  participants  in  a  given  fishery. 

By  virtue  of  limiting  entry  into  a  fishery,  the 
government  bestows  an  exclusive  right  to  harvest  o 
share  of  a  public  resource,  whether  or  not  individual 
shares  or  vessel  quotas  are  assigned.  In  theory, 
participants  will  thus  hove  a  greater  incentive  -  a 
proprietary  interest,  if  you  will  -  to  support  and  com- 
ply with  measures  to  conserve  fish  populations  for 
the  long  term.  These  concepts  -  limited  entry  and 
the  rights-based  fishing  it  confers  -  represent  a  radi- 
cal departure  from  prevailing  practice. 

It  is  our  conclusion  that  limited  entry  is  not  a 
panacea  for  fisheries  management  problems,  but 
rather  can  help  supplement  more  traditional 
regulatory  measures.  Nor  are  limited  entry  systems 
suitable  for  oil  fisheries.  Whether  or  not  they  are  a 
preferred  option,  and  what  type  of  system  is  appro- 
priate, must  be  determined  on  a  fishery-by-fishery 
basis,  according  to  local  needs  and  conditions. 

In  our  view,  limited  entry,  if  property  imple- 
mented, offers  the  potential  to  alleviate  a  wide 
range  of  management  problems,  including 
overfishing.  Likewise,  there  are  potential  pitfalls  rf  all 
the  ramifications  of  privatizing  publicly-owned 
resources  are  not  fully  considered.  Above  all,  any 
limited  entry  program  should  contain,  as  a  principal 
feature,  a  demonstrable  conservation  benefit. 


While  urging  a  reasoned  and  deliberate  pace 
in  planning  the  applicotion  and  implementation  of 
limited  entry  schemes,  we  suggest  some  basic  prin- 
ciples to  guide  the  use  of  limited  entry  as  a  manage- 
ment tool  and  enhance  its  potential  for  success, 
and  conclude  with  recommendations  for  legal  and 
policy  changes  at  the  federal  level. 
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I.  INTRODUCTION 

For  the  purposes  of  this  paper,  limiting  en- 
try to  marine  fisheries  means  directly  restricting 
the  number  of  fishermen  and  /  or  fishing  vessels 
permitted  to  participate  in  a  particular  fishery. 

Linaited  entry  is  a  reversal  of  the  traditional 
practice  of  allowing  citizens  free  and  open  access 
to  publicly-owned  fish  populations  for  private 
exploitation.  Limited  entry  is,  by  most  mea- 
sures, a  fundamental  -  some  would  say  radical  - 
departure  from  the  status  quo  in  the  management 
of  living  marine  resources  in  the  United  States. 

Putting  limits  on  access  to  marine  fish 
populations  is  not  new,  of  course,  and  can  take 
many  forms:  for  example,  fishing  within  estab- 
lished quotas;  restrictions  on  the  use  of  certain 
types  of  fishing  gear  or  the  capture  of  certain 
species;  and  time-area  closures,  where  desig- 
nated coastal  waters,  such  as  spawning  grounds. 

Limiting  entry  may  provide  an 
important  new  tool  for 
conserving  and  managing 
some  marine  fisheries. 


are  placed  off  hmits  during  specific  periods. 
These  are  all  forms  of  controlling  public  access 
in  order  to  advance  fishery  management  goals. 

What  is  commonly  referred  to  as  limited 
entry,  however,  is  controlled  access  in  its  most 
severe  form;  designating  a  finite  number  of 
individuals,  or  fishing  vessels,  permitted  to 
operate  in  a  given  fishery.  And  because  it  is,  in 
many  cases,  a  response  to  overcrowding,  limited 
entry  often  means  actually  reducing  the  number 
of  fishermen*  allowed  to  fish,  either  directly  or 
through  some  form  of  incentives  or  disincentives. 

Limited  entry  is  a  heretofore  little  used  and 
highly  controversial  management  strategy  in 
the  U.S.  It  is  still  a  pariah  among  many  American 
fishermen,  who  feel  controlling  the  number  of 

*  Numbers  of  fishermen  will,  in  most  instances,  also 
refer  to  numbers  of  fishing  units,  i.e.,  vessels,  traps, 
nets,  etc. 


people  allowed  to  fish  revokes  their  traditional 
rights  and  inhibits  their  historic  fishing 
patterns.  Even  so,  an  increasing  number  of 
fishermen,  along  vdth  fishery  managers  and 
members  of  the  conservation  community, 
recognize  that  limiting  total  participation  may 
provide  an  important  new  tool  for  conserving 
and  managing  some  marine  fisheries,  a  tool 
that's  now  missing  from  the  usual  bag  of  regu- 
latory strategies. 

Because  of  mounting  interest  in  limited 
entry  as  a  legitimate  management  option  -  to 
the  point  where  it  is  currently  being  actively 
promoted  in  a  number  of  major  U.S.  fisheries 
-  fishery  policy  makers,  fishermen,  conserva- 
tionists and  others  would  do  well  to  pause  and 
take  a  critical  look  at  linnited  entry;  in  terms  of 
how  it  might  help  resolve  some  of  the  prob- 
lems plaguing  our  ocean  fisheries  and  contrib- 
ute to  the  rational  use  of  marine  resources  for 
the  benefit  of  all  Americans. 

In  doing  so,  we  should  acknowledge 
upfront  that  limited  entry  is  not  an  answer  for 
all  the  nation's  fisheries  ills.  Indeed,  there  is  a 
downside,  and  we  must  carefully  examine  it 
and  understand  it.  In  particular,  limited  entry, 
by  virtue  of  allocating  to  certain  citizens  an 
exclusive  right  to  fish,  raises  concerns  about 
the  implications  and  ramifications  of  awarding 
private  citizens  a  form  of  "ownership"  of 
publicly-owned  natural  resources. 

The  purpose  of  this  issue  paper,  prepared 
for  the  National  Coalition  for  Marine  Conser- 
vation with  funding  from  the  David  and  Lucile 
Packard  Foundation,  is  to  consider  the  need 
for  limiting  entry  to  marine  fisheries,  discuss 
those  management  problems  limited  entry 
might  address,  and  define  and  assess  its  po- 
tential -  advantages  and  disadvantages  -  as  a 
means  for  advancing  the  nation's  fishery  con- 
servation and  management  goals. 

The  National  Coalition  for  Marine 
Conservation's  overriding  interest  in  consid- 
ering limited  entry  is  conservation,  not  social 
or  economic  engineering.  Moreover,  this  paper 
neither  endorses  nor  does  it  reject  specific 
limited  entry  programs,  of  which  there  are  a 
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variety.  Rather,  it  is  our  sincere  hope  that  the 
following  discussion  and  analysis  will 
contribute  to  the  ongoing  dialogue  about  how 
limiting  entry  to  marine  fisheries  can  and  should 
fit  in  to  our  national  fisheries  policy. 

II.  THE  WRITING  IS  ON  THE  WALL 

Limited  entry  is  an  issue  fast  rising  to  the 
top  of  the  national  fisheries  agenda.  It  is  pos- 
sible, even  likely,  that  during  the  next  decade 
the  complexion  of  U.S.  fisheries  will  change 
dramatically,  from  policies  allowing  generally 
unrestricted  participation  to  some  form  of  di- 
rect controls  on  the  absolute  numbers  of  fisher- 
men allowed  to  fish  in  many,  if  not  most,  of  our 
commercial  fisheries. 

The  handwriting  is  already  on  the  wall. 
Where  in  the  past  limited  entry  was  discour- 
aged as  a  management  tool,  it  is  now  openly 
and  actively  encouraged.  The  National  Marine 
Fisheries  Service  (NN4FS),  an  agency  of  the  U.S. 
Commerce  Department,  advocates  "conversion 
from  open  access  fisheries  to  controlled  access," 
citing  how  the  "race  for  the  fish"  that  character- 
izes open  access  fisheries  causes  economic 
inefficiency,  which  in  turn  creates  and/or  rein- 
forces pressure  to  overfish  (NMFS  1991). 

The  agency  has  ii\formed  the  Regional  Fish- 
ery Management  Councils,  responsible  for  pre- 
paring fishery  management  plans  for  U.S. 
marine  fisheries  under  the  Magnuson  Fishery 
Conservation  and  Management  Act,  that  the 
door  is  open  for  approval  of  limited  entry  as  a 
major  feature  of  these  plans.  NMFS  even 
commissioned  a  national  study  of  individual 
transferable  quotas  -  ITQs  assign  certain 
fishermen  the  privilege  of  catching  a  specified 
quota  -  to  assist  the  Councils  in  considering  this 
management  option. 

In  fact,  ITQs,  pioneered  in  New  Zealand, 
Canada  and  several  other  countries,  are  al- 
ready being  used  to  manage  Atlantic  surf  clams 
and  wreckfish  in  the  U.S.  The  total  number  of 
fishing  permits  are  restricted  in  fisheries  for 
spiny  lobster  on  the  east  coast  and  sea  urchins 
on  the  west  coast.  Limited  entry  plans  based  on 
quota-shares,  either  ITQs  or  similar  individual 


fishing  quota  set  ups,  are  under  consideration 
for  a  number  of  other  fisheries,  including  but 
not  limited  to  Pacific  halibut  and  sablefish,  red 
snapper,  shrimp,  swordfish,  grouper,  Spanish 
mackerel  and  sharks. 

Support  for  limiting  entry  is  coming  from 
outside  the  federal  management  system,  too. 
The  North  American  Fisheries  Leadership 
Workshop,  a  1991  assemblage  of  state  and  fed- 
eral fisheries  administrators  from  all  over  the 
continent  sponsored  by  the  American  Fisheries 
Society,  recommended  exploring  and  imple- 
menting "innovative"  access  control  programs 
in  emerging  and  existing  fisheries  (Harville 
1991). 


In  the  past,  limited  entry  was 
discouraged  as  a  manage- 
ment tool.  Now  it  is  openly 
and  actively  encouraged. 

The  environmental  community,  a  relative 
newcomer  to  marine  fisheries  issues  but  one 
representing  the  growing  interest  among  the 
broader,  non-user  oriented  segment  of  the 
American  public,  is  also  exploring  the  potential 
of  limited  access  for  achieving  conservation 
goals.  The  World  Wildlife  Fund  and  Center  for 
Marine  Conservation,  for  example,  jointly 
sponsored  a  two-day  conference  in  September 
1992  solely  devoted  to  that  topic. 

Finally,  and  perhaps  most  significantly,  a 
growing  number  within  the  commercial  fishing 
industry,  long  a  mighty  fortress  of  opposition 
to  the  notion  of  government  deciding  who  can 
and  cannot  fish,  are  now  giving  limited  entry  a 
fresh  look.  The  growing  perception  within  the 
industry  is  that  allowing  free  and  open  access  is 
failing  both  the  fish  resources  and  the  fisheries 
they  support,  as  evidenced  by  sharply  declining 
ca  tches  in  several  of  the  country's  most  valuable 
fisheries,  declines  that  are  occurring  in  spite  of 
-  or  maybe  we  should  say  because  of  -  an 
unprecedented  rise  in  fishing  effort. 

"You  can't  conserve  stocks  in  a  free-for-all," 
concludes  Richard  Allen,  a  commercial 
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fisherman  and  member  of  the  New  England 
Fishery  Management  Council  who  was  himself 
once  a  staunch  foe  of  limited  entry.  That 
sentiment  is  being  echoed  across  the  country. 

III.  WHAT'S  WRONG  WITH 
THIS  PICTURE? 

Prior  to  1976,  waters  off  the  U.S.  coastline 
were  truly  open  access,  open  to  foreign  as  well 
as  domestic  fishermen.  But  over-exploitation 
by  visiting  foreign  fleets  triggered  a  shift  in 
policy,  restricting  foreign  fishing  near  our 
shores.  In  1976,  the  U.S.  Congress  enacted  the 
Magnuson  Act  to  "promote  [domestic] 
commercial  and  recreational  fishing"  within  a 
200-mile  fishery  conservation  zone  "under 
sound  conservation  and  management  prin- 
ciples." 

In  the  years  following  passage  of  the  new 
law,  the  U.S.  fishing  fleet  grew  substantially,  by 
40%  in  numbers  of  boats  and  60%  in  numbers  of 


Fishermen  are  expending  an 
increasing  amount  of  effort  to 
catcti  a  decreasing  amount 
of  fish. 


fishermen.  At  first  this  expansion,  replacing 
displaced  foreign  vessels  within  our  zone  and 
exploiting  under-utilized  species,  produced  a 
substantial  rise  in  domestic  fish  catches.  But 
beginning  in  the  1980s,  the  correlation  between 
inaeased  fishing  effort  and  higher  catches  broke 
dowTi.  Although  effort  continued  to  rise  -  both 
in  terms  of  the  numbers  of  active  vessels  and 
the  fishing  capacity  per  vessel,  thanks  to  the 
development  and  use  of  more  sophisticated 
gear  and  fish-finding  technologies  -  catches 
peaked  and,  in  most  major  fisheries,  fell  into  a 
decline. 

Today,  67  species  or  stocks  of  fish  found  off 
the  U.S.  coastline  are  overutilized,  many 
severely,  according  to  the  most  recent 
government  studies.  That  amounts  to  43%  of 


those  stocks  whose  condition  is  known.  Overall, 
our  marine  fisheries  are  overfished  and  under- 
producing. The  long-term  potential  yield  of 
U.S.  fisheries  is  estimated  to  be  7.7  million  tons 
a  year,  about  50%  higher  than  recent  average 
yields  (NMFS  1992). 

NMFS  estimates  that  overfishing  and  over- 
capitalization -  that  is,  more  fishing  capacity 
than  is  needed  to  catch  the  available,  or  surplus, 
fish  -  are  depriving  the  U.S.  commercial  fishing 
industry  of  approximately  $3  billion  a  year  in 
economicbenefits.  The  economic  impact  of  lost 
recreational  opportunities  is  unquantified  but 
thought  to  be  equally  substantial.  Less  well 
known,  but  potentially  more  damaging  from 
both  a  biological  and  economic  perspective,  are 
the  long-term  effects  of  overfishing  and  stock 
depletion  on  the  stability  of  ocean  ecosystems. 

Generally  speaking,  the  amount  of  fishing 
effort  being  expended  in  U.S.  fisheries  far 
exceeds  the  amount  needed  to  catch  what  the 
resources  are  capable  of  producing  on  a 
continuing  basis.  In  other  words,  an  increasing 
amount  of  fishing  effort  is  being  exerted  to  land 
a  decreasing  amount  of  fish. 

One  of  the  most  dramatic  examples  is  that  of 
New  England  groundfish,  among  the  nation's 
oldest  and  most  valued  fisheries.  Unchecked 
expansion  of  the  U.S.  trawl  fleet  beginning 
shortly  after  passage  of  the  Magnuson  Act 
eventually  drove  cod,  haddock  and  flounder 
populations  down  to  all-time  lows.  Today, 
with  too  many  fishermen  chasing  too  few  fish, 
the  industry  is  in  dire  financial  straits. 

The  cost  to  the  nation  in  lost  economic 
benefits  is  staggering.  If  the  groundfish  stocks 
were  restored  and  fishing  effort  brought  into 
balance  with  the  capacity  of  the  resource  to 
sustain  it,  the  fishery  could  produce  $350  mil- 
lion more  in  gross  income  annually  and  14,000 
additional  jobs  (Sissenwine  and  Rosenberg 
1993).  If  this  isn't  done,  warns  Richard  Roe, 
northeast  director  of  NMFS,  "the  New  England 
groundfishery,  Uke  the  New  England  textile 
industry,  may  become  history"  (Roe  1993). 

Or  consider  also  the  southern  shrimp  trawl 
fishery,  another  of  the  nation's  most  valuable. 
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The  number  of  boa  ts  and  amount  of  effort  in  the 
Gulf  of  Mexico  shrimp  fishery  tripled  between 
1960  and  the  late  1980s,  to  where  today  there 
are  an  estimated  15,000  active  trawlers.  Yet 
during  this  period  of  growth,  catches  decreased 
by  300  pounds  per  vessel  ton.  In  the  south 
Atlantic  region,  shrimping  effort  has  also  risen 
dramatically.  Around  1930,  there  were  fewer 
than  650  boats  catching  30  miUion  pounds  of 
shrimp.  By  1989,  the  number  of  fishing  permits 
had  increased  to  5,300,  yet  catches  remained  at 
or  below  30  million  pounds  (SAFMC  1993). 

The  Atlantic  harpoon  fishery,  to  cite  yet 
another  example,  caught  7.2  million  pounds  of 
swordfish  in  1959.  That  total  is  more  than  the 
recent  (1992)  U.S.  catch.  In  other  words, 
fishermen  using  harpoons  landed  more  fish 
than  today's  modern  longline  fleet  of  well  over 
a  hundred  vessels  employing  30-mile  sets  with 
more  than  500  hooks  per  set.  What's  more,  the 
harpooners'  average  size  fish  was  over  200 
pounds  in  1 959,  compared  with  about  60  pounds 
today.  They  operated  in  a  relatively  small  area 
for  several  months,  while  the  longliners  work 
year-round,  from  the  Flemish  Cap  in  the  North 
Atlantic  to  the  waters  off  Brazil. 

The  story  -  increasing  effort  and  declining 
catches  -  is  the  same  worldwide.  According  to 
the  United  Nations  Food  and  Agriculture 
Organization,  declining  landings  are  being 
taken  at  a  much  higher  cost  to  the  world's 
fishermen.  The  annual  operating  cost  of  global 
fishing  in  1989  was  about  $22  billion  greater 
than  revenues  (FAO  1992).  The  red  ink  is,  in 
most  instances,  offset  by  government  subsi- 
dies. 

IV.  THE  TRAGEDY  OF  THE  OCEANS 

There  are  numerous  examples  of 
uncontrolled  growth  in  fishing  fleets  until  the 
catching  capacity  far  exceeds  the  sustainable 
yield,"  confirm  NMFS  senior  scientist  Michael 
Sissenwine  and  Andrew  Rosenberg,  scientific 
editor  of  the  agency's  annual  status  report  on 
U.S.  fisheries.  "A  fleet  will  continue  to  grow 
until  there  is  no  longer  an  economic  incentive 
for  other  vessels  to  join  it.    At  this  point. 


proposals  to  reduce  catch  (to  conserve  the 
fishery  resource)  are  met  with  strong  opposition, 
because  most  vessel  owners  cannot  survive 
even  a  short-term  catch  reduction"  (Sissenwdne 
and  Rosenberg  1993). 

This  cycle  of  open  access  leading  to 
overcapacity  leading  to  overfishing,  repeated 
again  and  again  in  fishery  after  fishery,  precisely 
describes  the  well-known  "tragedy  of  the 
commons,"  popularized  by  Garret  Hardin  in 
his  famous  1968  essayof  the  same  name. 

The  tragedy  is  that,  in  the  unfettered  use  of 
the  ocean  and  other  common  property  re- 
sources, what  is  in  the  best  interests  of  the 
individual  is  not  necessarily  in  the  best  interest 
of  the  resource  or  of  the  community  as  a  whole. 
Individual  fishermen,  even  when  confronted 
with  an  overall  dechne  in  fish  populations, 
have  no  short-term  incentive  to  conserve  -  that 
is,  voluntarily  constrain  their  own  fishing  ef- 
fort. Each  fisherman  believes,  and  with  good 
reason,  that  what  he  or  she  doesn't  catch,  some- 
one else  probably  will.  Hence,  open  access 
fisheries  often  deteriorate  into  a  race  for  the 
fish,  or  what  is  often  characterized  as  derby 
fishing. 

In  the  frantic  race  for  fish, 
conservation  takes  a  backseat 
to  immediate  financial 
concerns. 

The  commons  problem  was  actually  first 
applied  to  fisheries  in  a  1954  article  by  Scott 
Gordon.  Gordon  argued  that  "(c)ommon 
property  resources  are  free  goods  to  individuals 
and  scarce  goods  to  society."  Under  freedom  of 
access,  he  warned,  unregulated  fishing  effort 
increases  until  fishing  becomes  unprofitable 
and  resources  are  overexploited  (Gordon  1954). 

In  most  developed  fisheries  there  is  some 
regulation  of  fishing  activities  -  quotas  by  spe- 
cies, size  limits,  gear  restrictions,  seasonal 
closures  and  so  forth.  But  in  very  few  fisheries 
are  there  any  direct  controls  on  the  number  of 
participants  or  the  total  amount  of  fishing 
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capacity  permitted.  Without  such  controls, 
managers  must  devise  rules  to  limit  fishing 
effort  by  making  fishermen  less  efficient.  So 
instead  of  an  appropriate  number  of  fishing 
vessels  working  at  full  capacity,  there  are  an 
excessive  number  of  boats  regulated  in  a  way 
that  ensures  they  operate  inefficiently. 

The  most  drastic  example  of  an  overcrowded, 
open  access  fishery  is  North  Pacific  halibut. 
With  on  average  4,000  vessels  competing  for  the 
annual  quota,  the  fishery  consists  of  just  two  24- 


Open  access  does  not  in  and 
of  itself  cause  overfishing.  But 
it  does  create  pressures  to 
overfish)  that  traditional  man- 
agement methods  have  failed 
to  control. 

hour  "seasons"  during  which  fishing  resembles 
a  feeding  frenzy.  According  to  biologists,  the 
fleet  is  twenty  times  bigger  than  is  needed  to 
catch  the  available  resource.  This  Alaskan  free- 
for-all  is  not  only  grossly  inefficient,  but  results 
in  an  enormous  amount  of  waste,  as  damaged 
fishing  nets  and  lower  value  fish  are  tossed 
away  at  sea  in  the  frantic  race  to  catch  as  many 
fish  as  possible  in  the  limited  time  allowed 
(NPFMC  1992).  Tragically,  the  lives  of  seven 
fishermen  were  lost  last  year  in  the  haHbut  free- 
for-all. 

Overcapitalized  and  overexploited  fisher- 
ies operate  at  an  economic  loss,  wiih  each  fish- 
erman getting  a  smaller  piece  of  a  shrinking 
pie.  Conservation  and  other  concerns  take  a 
backseat  to  immediate  financial  ones,  such  as 
paying  boat  mortgages  and  other  bills.  With 
few  alternatives,  marginal  fishermen  keep  fish- 
ing, trying  to  increase  or  at  least  maintain 
catches,  wath  little  regard  for  the  long-term 
impact  on  the  resource  or  the  long-term  viability 
of  the  fishery  it  supports. 

Managing  fisheries  for  their  long-term 
sustainability  requires  a  careful  balance  be- 
tween catches  now  and  maintaining  healthy 


and  productive  resources  for  the  future.  A  free 
and  open  fishery,  however,  offers  few  incen- 
tives for  individual  restraint  and  puts  the  em- 
phasis squarely  on  maximizing  present  catch. 
In  turn,  the  pressure  on  competing  fishermen 
to  land  as  many  fish  as  possible,  as  quickly  as 
possible,  is  translated  into  pressure  from  the 
fishing  industry  on  managers  to  keep  total 
allowable  catch  levels  as  high  as  possible  in 
order  to  accommodate  the  excess  of  users. 

V.  OPEN  ACCESS  AND  OVERFISHING 

From  a  strictly  resource  conservation  per- 
spective, the  real  problem  is  not  that  there  are 
too  many  fishermen  per  se,  but  that  they  are 
catching  too  many  fish.  Open  access  does  not, 
in  and  of  itself,  cause  overfishing.  It  does, 
however,  create  pressures  to  overfish,  in  ways 
that  traditional  management  has  difficulty 
controUing. 

Fishermen  have  a  narrow  range  of  incen- 
tives within  which  to  act,  most  of  them  financial. 
When  fishing  is  profitable,  fishermen  invest  in 
gear  and  technology  to  give  them  greater  catch 
capacity.  Others  enter  the  fishery,  adding  even 
more  fishing  power.  Inevitably,  catches  v^U  at 
some  point  cease  to  increase  incrementally  with 
the  addition  of  fishing  effort,  then  do  not 
increase  at  all,  and  finally  start  to  decline. 

If  prices  rise  as  the  fish  become  scarce,  as 
often  happens,  this  pattern  will  continue,  with 
perhaps  even  more  fishermen  joining  the  fish- 
ery to  take  advantage  of  the  high  prices.  If 
prices  do  not  increase  to  offset  declining  land- 
ings, fishermen  will  strive  to  increase  their 
catch  by  intensifying  their  fishing  effort  or 
seeking  to  remove  restrictive  regulations. 

Ironically,  the  nature  of  open  access  fisheries 
-  touted  by  some  as  a  pure  manifestation  of  free 
market  competition  -  is  such  that  free  market 
incentives  do  not  cause  individual  fishermen  to 
voluntarily  depart  from  a  fishery  when  they 
determine  their  individual  catch  is  not  worth 
the  economic  and  social  costs  they  accrue  and 
that  greater  return  might  be  obtained  elsewhere 
(as  would  happen  in  most  other  sectors  of  the 
economy).  Most  fishermen  fish  because  there 
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When  a  fishery  is  overcrowded 
with  too  many  participants,  the 
pressures  to  keep  catches  high 
can  be  insurmountable. 


is  nothing  else  they'd  rather  do.  They  will 
remain  in  the  fishery,  or  if  not,  n\ove  to  another 
one. 

As  fish  populations  are  depleted  by 
overfishing,  measures  to  rebuild  the  fishery 
will  be  proposed.  Such  measures  invariably 
will  impose  increased  costs  to  fishermen  in  the 
short-term.  Fishermen  vvdll  resist  regulations 
designed  to  prevent  overfishing  or  rebuild  a 
depleted  stock  in  whatever  ways  they  can. 

In  New  England,  for  example,  groundfish 
fishermen  have  successfully  fought  direct  catch 
limits  despite  years  of  overfishing  which  has 
led  to  the  fishery's  collapse.  They  have  agreed 
to  indirect  controls  on  catches  -  ones  that  are 
readily  ignored  or  evaded  -  but  the  fishermen 
have  routinely  rejected  all  meaningful  attempts 
to  reduce  fishing  effort.  Similarly,  the  southern 
shrimp  fishery  has  become  increasingly 
marginal  and  at  the  same  time  increasingly 
vocal  against  measures  to  control  the  bycatch 
of  sea  turtles  and  finfish.  The  industry  has  so 
far  successfully  fought  off  regulation  of  finfish 
bycatch,  despite  its  devastating  impact  on  other 
fisheries,  most  notably  red  snapper. 

From  a  conservation  standpoint,  resistance 
to  regulation  is  probably  the  most  crucial  con- 
sideration in  the  open  access  vs.  limited  entry 
debate.  Under  our  present  management  system, 
decision  makers  are  under  constant  pressure  to 
prove  that  proposed  regulations  will  benefit  all 
those  currently  fishing.  This  is  difficult  because 
"the  costs  and  benefits  of  conservation  mea- 
sures are  not  coincident"  (Wilson  and  Gates 
1976).  Fishermen  frequently  oppose  conserva- 
tion measures  simply  because  they  cannot  be 
ensured  of  receiving  the  benefits  of  their 
sacrifice. 

By  definition,  conservation  equals  addition 
by  subtraction,  that  is,  fishermen  must  give  up 


something  today  in  order  to  get  back  something 
tomorrow.  But  as  long  as  fishermen  view 
conservation  as  a  short-term  economic  loss  with 
no  guarantee  they  will  personally  reap  a  future 
benefit,  they  will  try  and  circumvent  existing 
conservation  measures  and  resist  the  imple- 
mentation of  new  ones. 

There  are  numerous  examples  of  catch  lev- 
els being  set  too  high  precisely  because  manag- 
ers are  under  pressure  from  fishermen  to  allow 
them  to  maximize  their  catch  for  short-term 
economic  reasons.  When  a  fishery  is 
overcrowded  with  too  many  participants,  each 
just  scratching  out  a  living,  the  pressures  to 
keep  catches  high  can  be  insurmountable. 

When  the  number  of  participants  so  drasti- 
cally exceeds  what's  needed  to  catch  the  sus- 
tainable yield,  the  fishery  gets  out  of  hand  and 
managers  lose  their  ability  to  control  fishing 
mortality,  even  when  a  fishery  is  managed 
under  a  quota,  or  total  allowable  catch  limit.  As 
already  pointed  out,  competition  within  an 
overcrowded  fishery  degenerates  into  a  fishing 
derby.  In  this  free-for-all  environment,  such 
concerns  as  bycatch  of  non-target  or  prohibited 
species,  discard  of  low  value  catches  (known  as 


In  the  race  for  fish,  there  is  little 
regard  for  bycatch,  discards  or 
waste. 


"high-grading")  and  waste  are  secondary  at 
best.  At  worst,  they  are  of  no  concern  at  all. 

Under  conventional  (open  access)  manage- 
ment schemes,  competi  tion  for  a  scarce  resource 
can  be  intense.  In  this  atmosphere,  worrying 
about  bycatch,  discards  and  waste  costs 
fishermen  time  and  time  is  money.  In  short,  the 
race  for  fish  eliminates  the  luxury  of  a 
conservation  ethic. 

In  addition,  the  hectic  race  to  catch  fish 
before  the  fishery  is  shut  down  enhances  the 
likelihood  the  quota  will  be  exceeded.  If  a 
fishery  is  too  diffuse,  there  will  be  unreported 
catches  and  frequent  quota   over-runs. 
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Extrapolations  of  catch  data  from  small  at-sea 
or  dockside  samples  are  inaccurate,  and  self- 
reporting  systems  are  unreliable.  Closures, 
therefore,  are  initiated  based  on  rough  estimates 
of  the  total  catch  at  a  given  point  in  time. 

Without  direct  limits  on  fishing  capacity, 
some  attempts  to  reduce  fishing  effort  can 
actually  result  in  increased  mortality.  For  ex- 
ample, if  managers  reduce  the  length  of  a  fish- 
ing season,  fishermen  will  fish  harder  while 
allowed,  setting  more  hooks  or  traps  or  laying 
larger  nets.  In  such  cases,  observes  Lee 
Anderson,  economist  and  member  of  the  Mid- 
Atlantic  Fishery  Management  Council, 
management  becomes  a  game  played  between 
managers  and  fishermen,  where  fishermen  al- 
ways have  the  last  move.  If  there  is  a  legal  way 
to  circumvent  the  intent  of  the  regulations,  they 
will  find  it. 

Regulating  fishermen  without  limiting 
entry  can  prevent  overfishing  -  in  theory,  if 
rarely  in  practice.  Gear  and  area  restrictions, 
days-at-sea  limits  and  other  traditional 
management  tools  aimed  at  controlling  access 
to  fish  populations  all  have  the  potential  to  stop 
overfishing  and  rebuild  depleted  stocks. 
Unfortunately,  managers  operate  under 
political  constraints;  they  often  lack  the  political 
fortitude  necessary  to  establish  a  biologically 
sound  program  and  ensure  its  enforcement. 

Nonetheless,  in  fisheries  where  existing 
regulations  have  successfully  prevented 
overfishing,  markets  and  the  industry  can  be 
left  to  determine  the  appropriate  fleet  size. 
Individuals  can  keep  fishing  as  long  as  the 
profits  and  wages  are  acceptable,  without 
managers  establishing  the  level  of  fishing  effort. 
In  these  cases,  there  is  no  need  for  limited  entry. 
Should  these  controls  begin  to  fail,  however, 
linuted  entry  may  need  to  be  considered. 

VI.  THE  POTENTIAL  BENEFITS  OF 
CROWD  CONTROL 

It  is  axiomatic  among  military  experts  that 
we  fight  each  war  with  the  weapons  of  the  next 
war  and  the  strategies  of  the  last.  In  a  similar 


way,  fishermen  and  fishing  technology  outpace 
the  ability  of  managers  to  control  them  through 
traditional  regulatory  strategies. 

Without  controlling  the  size  of  the  fishing 
armada  that  occupies  the  seas  off  our  shores, 
we've  had  little  choice  but  to  disarm  the  fisher- 
men; that  is,  regulate  their  activities  in  such  a 
way  as  to  make  each  fisherman  as  inefficient  as 
possible.  The  logical  endpoint  of  this  indirect 
approach  would  be  allotting  fishermen  one 
hook  and  line  or  harpoon  or  cast  net  apiece. 

Let's  be  clear.  Limiting  the  number  of  fish- 
ermen or  fishing  vessels  alone  will  not  reduce 
fishing  mortality.  But  it  can  make  it  easier  for 
managers  to  design  and  implement  regulations 
that  will.  Limited  entry  is  just  one  more  tool 
among  many  for  managing  fisheries.  Limited 
entry  is  not  meant  to,  nor  should  it,  supplant 
other  controls.  What  it  can  and  should  do  is 
supplement  them. 

The  goal  of  fishery  management  is  to  bring 
fishing  effort  and  fishing  mortality  into  Une 
with  what  the  resource  can  sustain  on  a 
continuing  basis.  There  are  three  basic  methods 
of  achieving  this  balance:  1 )  limiting  the  quantity 
of  fish  landed  (quotas,  size  limits);  2)  limiting 
the  efficiency  of  fishing  practices  (gear 
regulations,  trip  limits);  and  3)  limiting  the  total 
fishing  capacity  (limited  entry).  With  few 
exceptions,  managers  have  heretofore  dealt  al- 
most exclusively  with  the  first  two  of  these 
options.  In  expanding  and  overcrowded 
fisheries,  effective  management  must  address 
all  three. 


7b  make  sacrifices,  fishermen 
wanf  to  feel  confident  ttiey 
will  have  a  fair  chance  of 
reaping  the  benefits. 


With  resource  conservation  as  our  primary 
objective,  there  are  a  number  of  potential 
benefits  to  be  realized  by  linniting  entry  to  marine 
fisheries.  (The  potential  problems  with  limited 
entry  are  discussed  in  the  next  section.) 
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•  An  Incentive  to  Conserve 

Without  some  form  of  exclusive  use  rights 
(license  limitations,  quota  shares,  etc.),  fisher- 
men tend  to  view  conservation  as  a  trade-off 
between  present  and  future  catches.  By  giving 
fishermen  a  long-term  stake  in  a  fishery,  lim- 
ited entry  can  alter  their  attitude  toward 
conservation,  and  provide  them  with  both  an 
economic  and  a  moral  incentive  to  conserve 
(FuUilove  1993). 

Ideally  the  right  to  fish  should  be  based  on 
a  pact  between  fishermen  and  managers,  an 
agreement  to  fish  in  certain  ways  and  to  accept 
certain  restrictions  as  necessary  to  achieve 
conservation  goals,  in  return  for  the  privilege 
of  exploiting  a  public  resource  for  private  gain. 

Vesting  fishermen  with  a  tangible  share  of 
the  resource  provides  them  wath  a  measure  of 
insurance  that  they  will  reap  the  benefits  of 
their  own  sacrifice,  in  the  form  of  reduced 
catches  now  in  return  for  increased  catches 
from  a  healthier  stock  later  on.  An  analogous 
situation  might  be  the  farmer's  recognition  that 
soil  conservation  is  in  his  or  her  own  (long- 
term)  best  interest. 

In  addition,  if  those  active  in  a  fishery  are 
more  stable  economically,  and  there  is  an  in- 
centive to  conserve  based  on  anticipated  re- 
turns, then  we  should  expect  less  political  pres- 
sure to  subvert  conservation  goals  than  exists 
under  an  open  access  system.  Fishermen  will 
be  more  walling  to  ride  out  leaner  times  if  they 
feel  they  will  be  the  recipients  of  stock  restora- 
tion efforts.  Fishermen  may  support  conserva- 
tion measures  as  beneficial  to  them  if  they 
realize  that  their  sacrifice  will  not  be  undone  by 
an  increase  in  effort  by  their  competitors. 

(The  ability  of  limited  entry  to  offer  a 
conservation  incentive  will  depend  to  a  large 
extent  on  whether  future  gains  can  be  assured. 
As  such,  fishermen  will  need  to  feel  reasonably 
certain  that  they  will  retain  exclusive  privileges 
in  the  uncertain  future.  See  related  discussions 
in  Section  VII,  Caveats  and  Potential  Problems, 
and  Appendix  2,  Private  Property  at  Sea.) 

•  More  Efficient  Management 

Although  achieving  economic  efficiency 


motivates  many  proponents  of  limited  entry, 
management  efficiency  -  i.e.,  the  effective 
maintainance  of  healthy  fish  populations  for 
the  benefit  of  the  nation  at  minimal  cost  to  the 
taxpayer  -  is  in  the  greater  public  interest. 

Limiting  numbers  of  fishermen  in 
overcrowded  fisheries  can  create  a  more 
manageable  group  of  fishermen.  Generally, 
limited  entry  can  reduce  the  margin  of  error  in 
fisheries  management  by  more  finely  tuning 
the  capacity  of  the  fishing  fleet  to  the  amount  of 
harvestable  resource.  Management  may 
become  less  manpower-intensive  as  monitoring 
catch  and  effort  becomes  easier,  as  does  law 
enforcement.  (See  related  discussion  in  Section 
VII.) 

With  a  defined  set  of  fishermen  and  a  de- 
fined catch,  managers  can  rely  more  on  dockside 
vs.  at-sea  enforcement  of  conservation  mea- 
sures. Indirect  controls  on  fishing  effort,  such 
as  minimum  mesh  sizes  in  trawl  nets,  must  be 
enforced  on  the  water.  But  at-sea  regulations 
are  notoriously  difficult  and  expensive  to 
enforce. 

With  exclusive  use  rights,  fishermen  have, 
in  addition  to  an  incentive  to  conserve,  an 
incentive  to  obey  the  rules  and  report  those 
who  don't.  To  the  extent  that  some  measure  of 
self-policing  occurs,  it  would  enhance  at-sea 
enforcement  of  restrictions  on  bycatch  and  dis- 
cards, illegal  transfer  of  catches  to  other  vessels, 
and  so  on. 
•  Minimize  Bycatch 

In  some  fisheries  with  bycatch  problems 
(the  inadvertent  capture  of  non-target  or  pro- 
hibited species)  the  handling  of  the  bycatch  can 
make  the  difference  between  a  fish  returned  to 
the  water  alive  or  discarded  dead.  In  this  case, 
dead  discards  are  a  product  of  carelessness  and 
haste.  To  the  extent  that  limited  entry  fisheries 
minimize,  and  in  some  cases  remove,  the  need 
to  race  for  the  fish,  bycatch  mortality  will  be 
reduced.  (See  also  bycatch  discussion  in  Sec- 
tion VII.) 

High  mortality  of  bycatch  species  is  a  serious 
resource  problem  in  many  fisheries,  but  it  is 
also  an  economic  problem.     More  selective 
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methods  of  fishing  may  not  be  economic,  or 
perceived  by  fishermen  to  be  economic,  in  the 
short  run.  But  with  the  pressure  of  free-for-all 
competition  removed,  that  is,  if  fishermen  are 
assured  of  having  an  opportunity  to  land  their 
portion  of  the  total  catch  at  their  own  pace,  then 
they  should  be  more  amenable  to  accepting 
regulations  designed  to  reduce  bycatch,  or  to 
experiment  with  innovative  gear  technologies. 

In  some  fisheries,  most  notably  the  southern 
shrimp  trawl  fleet,  the  level  of  bycatch  appears 
to  correspond  directly  with  effort.  The  shrimp 
population  yields  a  fairly  static  amount  of  catch 
each  year,  and  when  effort  is  increased,  it  is  not 
matched  by  a  proportionate  increase  in 
landings.  Bycatch  of  finfish,  on  the  other  hand, 
which  may  outnumber  the  shrimp  catch  by  ten- 
to-one,  does  increase  linearly  with  effort. 

The  size  of  the  Gulf  of  Mexico  shrimp  fleet 
increased  from  5,000  vessels  in  1950  to  an 
estimated  15,000  vessels  today,  with  only  a 
slight  rise  in  landings.  Because  of  overcrowding, 
trawlers  regularly  drag  their  small  mesh  nets  in 
areas  less  productive  in  shrimp  but  equally  or 
more  productive  in  bycatch  species.  Thus, 
incremental  increases  in  effort  have  had  a  dis- 
proportionate impact  on  bycatch  species. 

A  substantial  cutback  in  fishing  effort  would 
have  little  impact  on  total  harvest.  A  fleet 
approximately  one- third  the  current  size  could 
harvest  the  same  amount  of  shrimp  (GMFMC 
1991).  Such  a  fleet  reduction  could  result  in 
significant  bycatch  reductions  by  getting 
thousands  of  unnecessary  nets  out  of  the  water. 

Both  collecting  information  on  bycatch  and 
crafting  measures  to  reduce  it  requires  a  fairly 
comprehensive  onboard  observer  program. 
Limited  entry  can  make  those  programs  easier 
to  implement  and  less  costly  to  administer.  It 
might  also  facilitate  incentive/disincentive 
programs  aimed  at  promoting  the  use  of 
selective  gear. 
•  Protect  Habitat 

The  race  to  fish  may  also  cause  environmen- 
tal degradation,  by  fishermen  leaving  lost  nets 
in  the  water  rather  than  bothering  to  retrieve 
them.  Again,  fishermen  feel  they  can't  always 


take  the  time  to  collect  gear  if  it  gets  snagged 
and  breaks  away  or  has  to  be  cut  loose.  Even 
more  importantly,  though,  limited  entry  could 
help  make  fishermen  stronger  and  more  active 
advocates  for  environmental  protection.  To  the 
extent  it  confers  an  exclusive  right  to  a  share  of 
a  resource,  defuses  conflicts  with  other  users, 
and  yields  greater  financial  stability,  fishermen 
will  be  better  able  and  more  willing  to  direct 
their  energies  toward  wetlands  protection  and 
pollution  abatement  in  order  to  protect  their 
long-term  interests. 

VII.  CAVEATS  AND  POTENTIAL 
PROBLEMS 

It  is  also  axiomatic  that  if  something  can  go 
wrong,  it  probably  will.  No  one  answer  is 
perfect,  no  one  management  system  will  solve 
all  problems.  There  are  no  absolutes  in  fisheries 
management  -  "always"  means  "sometimes," 
"never"  means  "rarely,"  "will"  means  "may." 
Problems  exist  from  the  outset,  others  arise  as 
time  passes. 

Limited  entry  is  no  different.  As  with  all 
management  systems,  certain  problems  will  be 
more  pronounced  in  some  fisheries  than  in 
others,  thereby  reinforcing  the  need  to  consider 
each  fishery  on  a  case-by-case  basis  and  match 
the  type  of  management  program  to  individual 
circumstances.  Clearly,  there  will  be  cases  where 


The  greatest  concern  is  the 
effect  of  making  fish  the 
private  property  of  fishermen. 

limited  entry  is  not  appropriate,  others  where  it 
may  be  the  only  realistic  solution. 

Having  said  that,  there  are  some  key 
concerns  to  be  examined  whenever  limited  entry 
is  considered  as  a  management  option. 
•  Property  Rights 

Perhaps  the  greatest  concern  and  greatest 
unknown  is  the  effect  of  vesting  fishermen  with 
property  rights.  Limited  entry  programs  that 
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do  not  carefully  define  property  rights  may 
create  a  situation  in  which  the  government's 
ability  to  regulate  fishing  is  actually  curtailed. 

Throughout  a  wdde  range  of  environmental 
issues,  groups  representing  industry  are  raising 
the  issue  of  private  property  rights  as  a  means 
to  fight  regulation.  Advocates  of  a  broad 
interpretation  of  property  rights  contend  that 
the  government  is  limited  in  how  far  it  can 
regulate  the  use  of  private  property  without 
compensating  the  owner  for  lost  opportunities. 
Restrictive  regulations  are  seen  as  a  "takings," 
in  effect  taking  away  one's  property  rights. 

In  fact,  many  government  regulations  do 
restrict  the  use  of  property,  but  few  actually 
"take"  property  away  from  the  owner.  The 
Supreme  Court  recently  suggested  (in  Lucas  v. 
South  CaroUna  Coastal  Council)  that  regulation 


Effort  displaced  by  limited  entry 
may  increase  pressure  on  other 
resources. 

would  have  to  result  in  the  complete  loss  of  the 
use  of  the  property  in  question  for  it  to  result  in 
a  takings.  When  even  a  small  economic  use  of 
the  property  remains,  regulations  protecting 
the  public  interest  may  be  justified  without 
compensation.  Nonetheless,  while  the  jury  is 
still  out  on  exactly  whether  and  when  regula- 
tions qualify  as  a  takings,  the  property  rights 
argument  has  been  an  effective  inhibitor  to 
some  environmental  regulation. 

It  is  unclear  just  how  the  takings  principle 
would  be  applied  to  fishing  rights  under  lim- 
ited entry.  When  the  property  in  question  is  a 
share  of  a  fishery,  a  right  to  harvest  a  portion  of 
the  available  fish,  the  right  granted  is  not  over 
a  physical  object.  Still,  fishermen  might  argue 
that  regulations  that  reduce  their  catch  (if  not 
their  share)  deprive  them  of  a  reasonable  re- 
turn on  their  investment. 

How  fishing  rights  are  viewed  in  this  context 
will  depend  [in  part]  on  just  how  the  rights  are 
established.    This  problem  is  potentially  seri- 


ous and  limited  entry  programs  that  establish 
rights  must  be  carefully  crafted  to  avoid  it.  At 
a  minimum,  the  public  must  retain  ultimate 
authority  over  how  the  resoiorce  is  used.  (See 
Appendix  2,  Private  Property  a  t  Sea,  for  a  further 
discussion  of  privatization  of  fishery  resources.) 

•  Decreased  Mobility 

Fishermen  have  always  relied  on  being  able 
to  shift  from  one  fishery  to  another  depending 
on  the  availability  of  fish,  weather  conditions, 
and  a  host  of  other  factors.  This  mobility  can  to 
some  degree  help  alleviate  fishing  pressure  on 
stressed  stocks  by  allowing  fishermen 
alternative  targets.  By  tuning  harvests  to  meet 
demand  and  respond  to  stock  fluctuations, 
fishermen  also  improve  their  efficiency. 

All  forms  of  limited  entry  will  by  definition 
restrict  mobility.  The  consequences  of  restrict- 
ing mobility  must  be  considered  and  balanced 
against  the  benefits  of  the  limited  entry  pro- 
gram. It  may  be  appropriate  to  develop  and 
incorporate  some  mechanism  to  allow  mobility 
among  fisheries  under  limited  entry.  Short 
term  transfers  of  shares,  such  as  leasing,  might 
allow  some  inter-fishery  movement.  Such  pro- 
grams, however,  will  likely  increase  the  bur- 
den on  enforcement,  and  may  create  more 
problems  than  they  solve. 

•  Displaced  Effort 

The  effort  reduction  gained  by  limiting  en- 
try may  end  up  displaced  into  fisheries  without 
limited  entry  restrictions.  Many  of  those  who 
choose  fishing  are  wedded  to  a  livelihood  on 
the  sea,  and  are  therefore  not  likely  to  leave 
fishing  altogether  if  there  is  another  fishery  to 
enter.  Assuming  that  not  all  fisheries  will  limit 
entry,  there  will  always  be  a  place  to  go,  and  the 
displaced  effort  will  only  increase  pressure  on 
those  other  resources.  This  may  in  turn  compel 
those  fisheries  to  consider  limiting  entry,  even 
if  it  would  otherwise  be  entirely  inappropriate. 

•  Waste 

Some  critics  of  limited  entry  believe  high- 
grading  -  the  discarding  of  low  value  fish  in 
favor  of  higher  value  fish  -  would  be  encour- 
aged by  some  quota  share  systems.  For  instance. 
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if  a  vessel  has  a  limited  amount  of  fish  to 
harvest  based  on  its  share  of  the  total  allowable 
catch,  and  if  it  is  guaranteed  the  right  to  catch 
that  quantity  during  the  course  of  the  trip  or 
season,  there  will  be  an  incentive  to  keep  only 
the  most  valuable  fish  to  be  counted  against  the 
quota.  High-grading  would  be  most 
problematic  in  fisheries  where  there  is  a  signifi- 
cant price  differential  (whether  size,  sex  or 
species  related)  among  the  fish  in  the  catch. 

Mixed  species  fisheries  pose  a  special 
problem  in  terms  of  high-grading.  If  a  quota  is 
allocated  in  terms  of  allowable  catch  for  each 
spedes,  either  the  species  whose  quota  is  already 
reached  must  be  discarded  as  fishing  continues 
for  other  species,  or  fishing  must  cease  as  soon 
as  the  first  species  quota  is  met. 

High-grading  already  occurs  in  open  access 
fisheries.  The  extent  to  which  it  will  undermine 
conservation  objectives  under  limited  entry  by 
increasing  discard  mortality  will  depend  largely 
on  how  effective  a  quota-share  system  is  in 
instilling  the  conservation  ethic  among  fisher- 
men. If  they  recognize  they  have  a  tangible 
stake  in  the  health  of  the  resource,  if  they  police 
their  own  fishery  and  report  violators,  if  they 
adopt  more  selective  fishing  practices,  etc.,  then 
high-grading  may  become  less  of  a  problem, 
not  more.  In  any  case,  limited  entry  programs 
should  outlaw  high-grading  and  enforce  against 
it  to  the  greatest  extent  possible. 
•  Bycatch 

While  limited  entry  programs  could 
facilitate  efforts  to  control  bycatch  (see  Section 
VI),  they  may  also  create  new  problems.  When 
there  is  limited  entry  in  one  fishery  and  the 
same  species  is  taken  as  bycatch  in  another,  that 
bycatch  undermines  the  exclusive  nature  of  the 
limited  entry  right.  If  allowed  to  be  landed,  the 
bycatch  allowance  will  cut  into  the  quotas 
shared  by  those  in  directed  fishery.  If  not,  it  will 
merely  be  discarded.  The  result  is  either 
unhappy  share  owners  in  the  first  instance  or 
waste  in  the  second. 

Bycatch  problems  must  be  addressed 
whether  or  not  limited  entry  is  initia  ted,  through 
fees  and  incentive  programs,  regulation  of  gear 


and  fishing  practices.  But  limited  entry  makes 
it  all  the  more  critical  to  resolve  them.  Where 
thebycatch  problems  are  insurmountable,  those 
fisheries  may  not  be  suitable  for  limited  entry. 
•  Enforcement  Costs 

Enforcement  is  critical  for  limited  entry,  as 
it  is  with  any  management  program.  But 
research,  data  collection  and  monitoring,  which 
are  essential  to  the  successful  implementation 
and  enforcement  of  limited  entry,  are  costly. 
The  highest  costs  will  come  at  the  beginning,  in 
desigrung  and  implementing  a  limited  entry 
system.    But  in  the  long  run,  administrative 

Under  current  low,  managers 
cannot  recover  the  costs  of 
management  from  fistiermen. 

costs,  including  enforcement  and  data  collec- 
tion, may  decrease  (see  Section  VI).  If  fees  are 
assessed  on  the  permitted  fishermen,  this  could 
offset  any  increased  costs  incurred  as  the  result 
of  implementing  a  hmited  entry  system. 

VIII.  PAYING  THE  RENT 

While  the  notion  of  free  and  open  access  in 
fisheries  is  somewhat  misleading  (there  are 
costs  associated  with  running  a  fishing 
operation),  fishermen  are  not  required  to  pay  a 
fee  to  harvest  fish.  Land-based  extractive 
industries,  on  the  other  hand,  are  charged  fees 
for  the  use  of  the  public's  natural  resources, 
although  usually  not  at  market  rates.  Even 
private  landowners  are  assessed  a  form  of  "user 
fee"  through  property  taxes.  Why  should 
fishermen  be  treated  any  differently? 

The  question  becomes  even  more  impor- 
tant under  limited  entry  systems  that  ensure  an 
individual  an  exclusive  right  to  harvest  a 
resource.  That  right  must  come  with  a  set  of 
responsibilities.  It's  in  the  public  interest  to 
maintain  healthy  renewable  resources  even 
when  it  is  also  interested  in  putting  those 
resources  to  use.  The  costs  of  management 
should  be  the  responsibility  of  those  who  benefit 
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from  the  use  of  the  resource. 

Programs  that  establish  fishing  rights  free 
of  charge  provide  an  unfair  advantage  to  the 
fev^r  who  receive  them.  Marketable  rights,  such 
as  individual  transferable  quotas,  develop  value 
as  soon  as  they  are  granted.  Since  they  are 
inherently  exclusive,  anyone  wishing  to  enter  a 
fishery  after  fishing  rights  are  established  will 
have  to  buy  into  that  fishery  at  market  value. 

The  new  fishing  rights  create  wealth  that 
did  not  previously  exist  and  confer  it  upon 
anyone  fortunate  enough  to  qualify  for  them. 
The  government  should  not  be  in  the  business 
of  bestowing  windfall  profits  on  individuals 
from  the  sale  of  public  property.  If  marketable 
rights  are  to  be  established,  the  initial  allocation 
should  collect  a  fee  in  some  market-oriented 
fashion. 

Auctions  have  been  proposed  as  a  means  to 
distribute  the  initial  shares  of  fishing  rights  in  a 
maimer  approximating  the  market.  But  an 
open  auction  might  eliminate  some  of  the 
historic  participants  in  the  fishery  from  consid- 
eration because  of  the  potentially  high  upfront 
costs.  On  the  other  hand,  while  it  could  be 
argued  that  historic  participants  deserve  a  righ  t 
of  first  refusal  by  dint  of  helping  develop  the 
fishery,  restricting  sales  may  make  it  difficult  to 
get  fair  market  value.  Whatever  the  method 
used,  provisions  must  be  made  at  the  outset  for 
a  means  to  attach  a  price  to  marketable  rights. 

Revenues  generated  through  user  fees  and 
permit,  license  or  lease  systems  attached  to 
privatization  should  be  used  to  fund  a  number 
of  critical  management-related  needs.  Among 
these  are:  fishery  research  and  data  collection, 
habitat  protection,  bycatch  reduction  and 
enforcement.  In  addition,  a  portion  of  the 
funds  might  be  used  to  help  minimize  the 
impacts  to  those  pushed  out  of  the  fishery  or 
otherwise  impacted  by  limited  entry.  Such 
assistance  would  make  limited  entry  more 
acceptable  to  the  industry. 

Unfortunately,  under  current  law,  federal 
managers  cannot  recover  the  costs  of 
management  from  fishermen.  They  can  only 
recover  costs  of  administering  a  license  or  permi  t 


system,  and  even  then  that  money  ends  up  in 
the  general  treasury  rather  than  going  to 
fisheries  administration.  In  order  for  the  public 
to  collect  rent  on  the  use  of  its  marine  resources, 
the  Magnuson  Act  will  have  to  be  changed  to 
allow  the  government  to  charge  user  fees  above 
permit  administration  costs.  The  law  should 
also  stipulate  that  the  new  revenues  be 
deposited  in  a  dedicated  fisheries  trust  fund, 
and  that  these  funds  supplement,  not  replace, 
existing  monies. 

IX.  MANAGEMENT  PRINCIPLES  FOR 
LIMITING  ENTRY 

Limited  entry  is  not  a  final  answer,  it  is  an 
experiment.  But  that  experiment  is  much  more 
apt  to  succeed  if  certain  basic  principles  are 
applied.  Limited  entry  programs  should: 

->  contain  a  clearly  defined  conservation 
objective.  Fisheries  management  must  first 
and  foremost  prevent  overfishing,  according  to 
National  Standard  No.l  of  the  Magnuson  Act. 
Furthermore,  according  to  National  Standard 
No.  4,  Fishery  Management  Plans  cannot  have 
economic  allocation  as  their  sole  purpose.  Eco- 
nomic allocation  and  efficiency  must  be  sec- 
ondary to  the  goal  of  improved  conservation. 
Economics  car.  and  should  contribute  to  the 
discussion,  especially  in  determining  the  type 
of  limited  entry  system  appropriate  for  a 
particular  fishery,  but  these  considerations 
should  not  be  the  prime  motivating  force  be- 
hind limited  entry  management. 

The  limited  entry  program  should  spell  out 
the  conservation  problems  it  is  designed  to 
resolve,  outline  how  the  program  will  resolve 
them,  and  how  it  vnU.  monitor  progress  toward 
achieving  its  goals. 

->  start  with  a  solid  information  base.  A 
thorough  understanding  of  the  fishery  is  essen- 
tial to  deciding  if  limited  entry  is  appropriate 
and  designing  a  suitable  program.  Before  any 
limited  entry  program  is  implemented,  there 
must  be  an  established  data  collection  system, 
preferably  with  a  lengthy  time  series  of 
information  on  the  fishery,  including  sodo- 
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economic  as  well  as  biological  data.  This 
information  is  essential  for  determining  who 
and  how  many  are  eligible  to  participate  and  on 
what  basis,  how  much  of  a  share  each  partici- 
pant gets,  what  the  capacity  of  the  fishery  is, 
and  a  host  of  other  issues. 

->  provide  for  open  public  involvement  in 
all  management  decisions.  The  public,  not  the 
users,  must  make  final  fishery  management 
decisions,  with  those  decisions  based  on  sound 
biological  principles,  as  the  Magnuson  Act 
mandates.  Current  public  decision  making 
procedures,  such  as  the  open  forum  provided 
by  the  Regional  Fishery  ManagementCouncils, 
are  essential  to  ensuring  that  the  public  has  a 
voice  in  those  decisions. 

-»  carefully  define  property  rights.  Fish- 
ing rights  should  be  carefully  established, 
whether  under  a  license  limitation  or  individual 
quota  system,  in  such  a  way  as  to  give  fisher- 
men a  conservation  incentive,  i.e.,  they  must  be 
reasonably  assured  of  reaping  the  benefits  of 
their  sacrifices.  Such  rights  should  be  exclusive 
but  not  absolute.  Managers  must  be  able  to 
restrict  fishing  operations,  including  reducing 
catches  as  under  non-limited  entry  fisheries, 
without  invoking  a  takings  claim.  In  short,  the 
public  must  retain  ultimate  management  au- 
thority. 

Whether  limiting  the  numbers  of  vessels  or 
assigning  quota  shares,  a  fair  and  reasonable 
method  for  assigning  rights  must  be  devised. 
The  program  should  recognize  historic  partici- 
pation in  the  fishery,  and  may  also  account  for 
historic  catches.  (Appendix  2  contains  a  further 
discussion  of  special  requirements  and  consid- 
erations which  should  apply  to  limited  entry 
programs  that  establish  property  rights.) 

->  feature  adequate  provisions  for 
enforcement.  Switching  to  limited  entry 
systems  will  require  a  change  in  the  way  we 
enforce  regulations.  The  change  will  require 
new  and  innovative  enforcement  strategies  and 
technologies.  In  some  cases,  a  careful  paper 
trail  to  monitor  catches  and  electronic  vessel 
tracking  systems  will  be  needed.  Penalties  will 
have  to  be  sufficiently  severe  (for  instance,  the 


loss  of  fishing  privileges)  to  deter  non- 
compliance. Without  these  changes, 
enforcement  will  be  inadequate  to  protect  the 
resources  and  the  interests  of  those  in  the 
fisheries. 

->  contain  complementary  regulatory 
measures.  Entry  limitation  alone  cannot  con- 
trol fishing  effort  and  mortality.  Above  all  else, 
managers  must  establish  a  biologically  sound 
total  allowable  catch  level,  or  there  will  be  no 
conservation  benefit.  Other  restrictions,  such 
as  gear-based  measures,  will  also  be  needed  in 
order  to  control  bycatch  or  reduce  fishing  mor- 
tality on  specific  age  groups. 

->  reduce  participation  in  overcrowded 
fisheries.  When  dealing  with  an  overfished  or 
depleted  resource,  limited  entry,  as  part  of  a 
rebuilding  program,  should  allow  for  a  de- 
crease in  the  total  number  of  participants,  not 
merely  lock  in  the  status  quo.  At  the  same  time, 
managers  should  work  with  industry  and 
coastal  communities  to  anticipate  and  minimize 
social  and  economic  disruptions. 

-»  be  flexible  and  open  to  change.  Limited 
entry  programs  must  be  readily  modifiable  to 
meet  changing  conditions  and  circumstances. 
We  learn  from  our  mistakes  and  managers 
must  retain  the  freedom  to  adjust  the  rules 
accordingly.  Such  adjustments  might  even 
include  increasing  participation  in  the  future  if 
the  fishery  is  able  to  sustain  it,  or  opting  for  an 
entirely  different  management  approach  should 
the  existing  program  fail  to  achieve  its  goals. 

-»  assign  quota-shares  as  a  percent  of  the 
fishery.  In  fisheries  where  quota  shares  are 
established,  these  shares  should  be  assigned  as 
a  percentage  of  the  total  allowable  catch  of  fish, 
not  as  a  quantity  of  fish.  This  allows  each 
individual  shareholder's  catch  to  increase  or 
decrease  according  to  the  condition  of  the 
fishery. 

->  contain  protections  against  concentra- 
tion of  shares.  Individuals  and  vessels  should 
be  hmited  in  the  amount  of  shares  they  can 
accumulate.  Without  some  kind  of  limitation, 
shares  will  likely  concentrate  in  the  hands  of  a 
few,  reducing  the  level  of  employment  in  the 
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fishery  and  making  it  difficult  for  others  to 
enter.  As  fishing  rights  concentrate,  those  with 
rights  gain  increased  influence  over  managers 
and  markets.  There  should  be  a  hmit  on  the 
percent  of  the  total  allowable  catch  that  any  one 
shareholder  may  accumulate. 

In  addition,  consideration  must  be  given  to 
the  entity  to  which  the  shares  are  attached,  i.e., 
the  captain,  the  vessel,  a  corporate  body  or 
some  other  entity.  Corporations  may  be  able  to 
hide  the  accumulation  of  shares  under  elabo- 
rate corporate  structures,  while  vessel-based 
shares  allow  an  individual  to  amass  shares  by 
acquiring  vessels.  On  the  other  hand,  shares 
tied  to  captains  may  not  hmit  the  number  of 
vessels  and  fishing  power  deployed,  which  can 
lead  to  bycatch  and  other  conservation 
problems. 

■*  allow  for  non-use  of  quota  shares.  There 
should  be  no  penalty  for  not  utilizing  a  quota 
share.  Non-consumptive  use  must  remain  an 
option,  even  for  a  commercial  shareholder. 

->  be  coordinated  with  fisheries  develop- 
ment activities.  We  can't  have  one  arm  of 
government  promoting  fisheries  development 
while  the  other  tries  to  control  overcapitalized 
fisheries.  The  government  currently  has  sev- 
eral programs  promoting  private  development, 
including  fisheries  development  grants,  mar- 
keting research  and  export  assistance,  low 
interest  and/or  government-guaranteed  loans 
for  vessel  construction,  training  programs,  and 
gear  development.  These  programs  encourage 
entry  and  increased  capacity  by  directly  subsi- 
dizing it  or  reducing  financial  risk.  Fisheries 
aid  programs  will  conflict  with  the  goals  of 
limited  entry,  and  should  be  reviewed  and 
adapted  to  fit  these  goals. 

->  consider  provisions  to  assist  displaced 
fishermen.  Any  significant  reduction  in  fish- 
ing effort  will  create  winners  and  losers.  Limited 
entry  plans  should  distribute  the  benefits  in  a 
fair  and  reasonable  manner.  Managers  could 
devise  a  plan  for  treating  those  displaced  by  a 
reduced  entry  system,  through  a  buy-out  or 
some  other  form  of  compensation,  or  job 
training.  Funding  to  aid  displaced  fishermen 


should  come  from  the  initial  sale  of  fishing 
rights  and/or  user  fees. 


X.  RECOMMENDATIONS 

Recognizing  the  benefits  of  limiting  entry  to 
marine  fisheries  while  acknowledging  the 
legitimate  concerns  raised  by  its  critics,  the 
authors  recommend  moving  ahead  at  a  slow 
and  deliberate  pace  in  order  to  enhance  its 
potential  for  success. 

1.  Develop  A  National  Policy.  The  Clinton 
Administration  should  adopt  a  National  Fish- 
eries Policy  addressing  the  issue  of  limited 
entry  and  privatization  of  marine  resources,  to 
guide  implementation  of  limited  entry  pro- 
grams in  a  thoughtful  and  careful  manner. 
Among  other  things,  that  policy  should  define 
property  rights  such  that  certain  management 
changes  or  use  restrictions  cannot  be  construed 
as  a  "takings."  The  ultimate  rights  of  ownership 
of  the  resource  must  be  retained  by  the  public. 

2.  Declare  a  Moratorium.  Congress  and/ 
or  the  Department  of  Commerce  should  impose 
a  temporary  moratorium  on  the  implementa- 
tion of  limited  entry  programs  that  privatize 
public  resources  by  conferring  property  rights 
until  the  Administration  develops  a  national 
policy  and  appropriate  amendments  (see  below) 
are  added  to  the  Magnuson  Act. 

3.  Establish  A  Fee  System.  Congress  should 
amend  the  Magnuson  Act  to  allow  the  federal 
government  to  charge  economic  rent  to  pay  for 
fisheries  research,  data  collection,  management 
and  enforcement  programs.  All  funds  collected 
under  the  fee  system  should  be  deposited  in  a 
dedicated  trust  fund  for  marine  fisheries  en- 
hancement. 

4.  End  Industry  Subsidies.  Government 
subsidies  to  fisheries  development  which 
contribute  to  overcapitalization  should  be 
eliminated  as  they  conflict  with  the  conservation 
goals  of  limited  entry  programs. 

5.  Reduce  Conflict  of  Interest  in 
Management  Decisions.  The  Magnuson  Act 
should  be  amended  to  proscribe  citizens  who 


457 


have  a  vested  economic  interest  in  a  fishery 
from  serving  as  a  voting  member  of  the  Fishery 
Management  Council  regulating  that  fishery. 
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Appendix  1 

THE  LAST  FRONTIER 

Open  access  to  marine  fisheries  is  a  vestige 
of  the  enduring  presumption,  only  recently 
challenged,  that  the  sea  belongs  to  everyone 
and  no  one,  that  nothing  humans  do  will  harm 
it,  and  that  fishing,  wrhether  for  food  or 
recreation,  is  a  god-given  right. 

Marine  fish  are,  in  fact,  the  last  common 
property  living  resource  in  the  United  States  to 
which  access  is  free  and  open.  Although  fishing 
is  a  consumptive  use  of  a  renewable  yet  finite 
public  resource,  it  is  not  treated  like  other  such 
resources;  national  forests  and  federal  range 
lands,  for  instance.  Access  to  these  other 
national  resources  is  strictly  controlled  and  fees 
are  levied  by  the  government  for  the  privilege. 

Fish,  unlike  most  terrestrial  v^ldlife,  in- 
habit "property"  that  can't  be  fenced  in,  and 
thus  are  not  subject  to  traditional  or  accepted 
modes  of  estabhshing  property  "rights."  Of 
course,  with  the  advent  of  coastal  nations 
claiming  sovereignty  over  200-mile  zones, 
wherein  domestic  fishermen  may  obtain  sole 
access  to  coastal  fisheries,  fences  are  going  up  a  t 
sea  all  the  same.  Even  so,  ownership  of  the  sea 
and  its  resources,  unlike  o  wmership  of  property 
on  land,  does  not  yet  extend  vertically  below 
established  governments  to  the  individual. 

Or  does  it?  The  fisherman's  claim  to  a  free 
and  unlimited  right  of  access  to  ocean  fish 
stocks  is  actually  a  remnant  of  an  archaic  system 
whereby  the  simple  act  of  using  a  common 
property  resource  -  in  this  case  catching  fish  - 
establishes  the  right  to  that  use.  Indeed, 
although  we  may  consider  fish  common 
property,  they  become  the  private  property  of 
the  fisherman  the  moment  they  are  caught. 
Allowing  open  access  fishing  might  be 
described  as  a  "takings"  in  reverse;  private 
individuals  "take"  property  that  belongs  to  the 
public  uathout  compensation. 

Common  attitudes  toward  fish  contrast  with 
the  way  we  manage  vwld  animals  on  land.  For 
one  thing,  commercial  fishing  at  sea  is  the  last 


large-scale  food  producing  system  based  on 
the  hunting  process.  Hunting  on  land  does  not 
offer  corollaries,  since  market  hunting  (with 
few  exceptions)  is  outlawed  in  the  U.S. 
Migratory  animals  that  respect  artificial  fences 
no  more  than  fish  do,  such  as  waterfowl,  are  not 
subject  to  market  hunting,  but  are  instead  re- 
served for  sporting  purposes. 

By  definition,  sport  hunting  (including  sport 
fishing)  is  an  inefficient  method  of  killing. 
Indeed,  its  inherent  inefficiency  may  be  the 
more  pertinent  factor  in  the  relative  success 
and  sustainability  of  so-called  "game  manage- 
ment" than  the  fact  that  it  is  not  a  commercial 
enterprise.  Commercial  hunting  was  baimed, 
in  large  part,  because  modern  man  developed 
the  capacity,  unchecked  by  any  sporting  ethic 
and  motivated  by  profit,  to  wipe  out  entire 
species  of  wildlife. 

Still,  it  has  only  been  fairly  recent  in  our 
history  -  the  last  35  years  or  so  -  that  fishing 
technology  has  advanced  to  the  point  where 
fish  populations  can  be  decimated,  even  driven 
to  commercial,  if  not  biological,  extinction.  The 
once  popular  misconception  that  the  ocean 
holds  an  inexhaustible  supply  of  fish  is  finally 
giving  way  to  the  truth.  Attitudes  and  values 
are  beginning  to  change,  due  in  part  to  the  mass 
migration  of  the  populace  into  the  coastal  zone, 
where  life  is  more,  if  you  will,  ocean-aware. 
This  growing  awareness  is  reflected  in  the 
mainstream  environmental  movement's  recent 
entry  into  the  marine  fisheries  arena. 

Another  characteristic  of  marine  fisheries 
that  has  probably  retarded  public  concern  for 
fish  conservation  is  that  fish  are  out  of  sight,  out 
of  mind.  It  is  more  difficult  to  measure  fish 
populations  and  assess  cause  and  effect  in  the 
ocean  environment  than  it  is  in  a  terrestrial 
regime.  Counting  fish  is  not  like  counting  deer. 
The  risks  of  overfishing  are  not  as  easy  to 
predict.  The  unknowns  and  the  uncertainties 
are  more  pronounced,  which  can  lead  to  a  lack 
of  concern  and  which  can  be,  and  often  is,  used 
as  an  excuse  for  doing  nothing. 

There  are  cultural  attitudes,  too,  that  per- 
petuate open  access  policies.   If  in  the  public 
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mind  there  is  a  growing  recognition  that  there 
are  too  many  fishermen  now  going  after  a 
shrinking  supply  of  fish,  there  is  also  a  counter- 
perception  that  fishermen  have  a  right  to  re- 
main fishermen  as  long  as  they  choose  that  way 
of  life.  Actually,  it's  more  than  that.  Society 
benefits  from  preserving  the  fisherman's 
ti-aditional  way  of  life,  Uie  thinking  goes,  a 
valuation  akin  to  that  of  preserving  the  small 
family  farm. 

Preserving  traditional  ways  of  life  is  an 
important  consideration  in  American  culture. 
Ironically,  attempting  to  preserve  the  fishing 
way  of  life  by  insisting  on  laissez-faire  policies 
may  guarantee  that  the  small,  independent 
fisherman  does  go  the  way  of  the  family  farmer. 

A  serious  problem  caused  by  overcrowded 
fisheries  is  what  economists  refer  to  as 
"dispersion  of  rents."  Many  small-scale  fishing 
operations  are  becoming  marginal,  unable  to 
absorb  the  ups  and  downs  of  fish  populations 
and  fish  prices,  unable  to  compete  witii  larger 
enterprises  that  can  absorb  these  shocks,  and 
therefore  ui\able  to  stay  in  business. 

Consequently,  in  the  interest  of  maintaining 
the  cultural  value  of  small-scale  fishermen, 
governments  often  step  in  with  assistance 
programs,  subsidies  like  those  granted 
agricultural  interests.  But  because  fish  are 
merely  extracted,  not  cultivated  like  crops,  these 
subsidies  speed  the  process  of  depletion. 

The  primary  interest  of  conservationists, 
and  fishery  managers  for  that  matter,  is  not  in 
social  engineering.  They  do  not  and  should  not 
seek  to  sacrifice  traditional  ways  of  fishing  on 
the  alter  of  economic  efficiency. 

On  the  other  hand,  it  must  be  acknowl- 
edged that  our  present  situation  of  an  excess 
number  of  fishermen  exploiting  limited  and 
stressed  fish  populations  is  itself  causing  a 
radical  re-structuring  of  the  fishing  industry. 
Any  large-scale  reduction  in  fishing  effort  and 
fishing  mortality,  necessary  to  bring  catch  levels 
into  line  with  the  productivity  of  the  resource, 
will  squeeze  marginal  fishermen  out  of  the 
fishery. 

There  wall  be  winners  and  losers  no  matter 


which  path  is  taken.  The  relevant  question  is, 
will  society  plan  and  control  the  changing  face 
of  marine  fisheries,  or  merely  let  the  chips  fall 
where  they  may?  Doing  the  latter  -  allowing  a 
laissez-faire  restructuring  of  the  industry  strictly 
in  response  to  the  economic,  not  the  biological, 
limits  of  the  fishery  -  will  mean  survival  of  the 
fittest,  with  only  the  largest  fishing  operations 
staying  in  business. 

Unquestionably,  the  implementation  of  any 
limited  enti-y  system  will  mean  that  some  people 
who  want  to  fish  commercially  won't  be  able  to, 
and  probably  that  many  currently  fishing  will 
have  to  tind  something  else  to  do.  But  ti:iese  less 
palatable  products  of  limited  entry  already 
pertain  to  the  use  of  other  natural  resources. 
Indeed,  one  might  say  we  are  with  marine 
fisheries  now  undergoing  the  fits  and  throes 
we've  already  experienced  with  management 
of  other  common  property  resources.  To  the 
extent  we  persist  in  thinking  of  ocean  fisheries 
in  different  terms  than  other  natural  resources 
-  allowing  open  access,  no-fee  fishing  -  this 
process  will  be  all  the  more  painful. 
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Appendix  2 

PRIVATE  PROPERTY  AT  SEA 

Limited  entry,  by  permitting  a  specific 
number  of  participants  at  theexdusion  of  others, 
automatically  confers  a  type  of  property  right 
to  an  individual,  a  preferential  access  to  the 
harvestable  resource.  Some  types  of  limited 
entry,  such  as  individual  transferable  quotas, 
take  that  property  right  one  step  further  by 
allocating  specific  shares  of  the  resource  to 
those  permitted  to  fish.  It  is  just  that  property 
right  that  is  meant  to  provide  the  incentive  to 
conserve  for  the  long  term  by  assuring  the 
owner  that  the  benefits  of  conservation  w^ill  be 
available  to  those  who  practice  it. 

But  that  right  must  be  carefully  established 
for  it  to  provide  the  appropriate  incentives  for 
conservation  while  avoiding  some  of  the  prob- 
lems associated  with  private  property.  To  ad- 
vance fish  conservation  goals,  this  property 
right  should  have  the  following  attributes  and 
conditions: 

1 .  Qualified  Exclusivity  -  As  envisioned,  the 
right  to  fish  is  exclusive  to  those  holding  a 
permit.  That  is  how  a  degree  of  "ownership"  is 
established  over  the  resource  and  the  conserva- 
tion incentive  develops.  However,  fishing  rights 
must  be  granted  with  certain  constraints,  e.g., 
with  the  understanding  that  it  is  a  share  of  the 
catch,  not  an  absolute  number;  the  total  allow- 
able catch  may  change,  and  thus  the  share 
represent  more  fish  or  fewer  fish .  Conservation 
incentives  are  clearly  established  if  fishermen 
are  guaranteed  a  share  of  the  resource  rather 
than  a  specific  quantity.  Good  management 
and  wise  use  of  the  resources  yields  benefits 
that  can  be  reaped  by  the  fishermen  who  prac- 
tice it.  Poor  management  harms  the  resources 
and  leads  to  lower  allowable  catches. 

The  key  to  success  is  an  exclusive  right  to 
use  a  share  of  a  resource  and  reap  the  benefits 
(and  bear  the  costs)  of  its  use.  Outright  owner- 
ship of  the  resource  is  not  necessary  and  may  in 
fact  be  a  problem.  Fishermen  cannot  be  al- 
lowed to  manage  their  shares  independent  of 
the  other  shareholders,  as  full  ownership  would 


allow.  The  ability  to  shift  future  harvests  to  the 
present  in  order  to  maximize  profits  -  and  a  host 
of  other  independent  decisions  -  would  under- 
mine the  conservation  goals. 

Fish  are  perhaps  somewhat  unique  because, 
while  access  to  the  resource  may  be  control- 
lable, ownership  over  individual  fish  or  indi- 
vidual stocks  is  difficult  if  not  impossible.  What 
some  fishermen  do  to  their  stocks  can  and  often 
will  affect  stocks  that  others  fish  on,  due  to 
predator-prey  relationships  and  the  like. 

2.  Defensibility  -  The  claim  to  a  share  in  a 
fishery  must  be  protected  by  law  to  offer  proper 
incentives  for  conservation.  If  a  shareholder 
has  no  expectation  of  maintaining  his  or  her 
status  as  holding  an  exclusive  right,  there  will 
be  no  incentive  to  build  the  resource  for  the 
future.  On  the  other  hand,  the  right  cannot  be 
absolute.  The  public  must  retain  the  right  to 
revoke  the  share  or  otherwise  penalize  the 
shareholder  if  the  resource  is  misused.  There 
must  be  an  incentive  to  play  by  the  rules  estab- 
lished by  managers  to  achieve  the  goals  of  the 
quota-sharing  system. 

3.  Enforceability  -  Shareholders  need  to 
trust  that  their  rights  are  protected,  and  strict, 
tough  enforcement  will  be  needed  to  do  so. 
Managers  must  be  able  to  ensure  that  fisher- 
men stay  within  their  individual  shares  or  quo- 
tas, and  that  those  outside  the  system  do  not 
violate  it.  If  the  system  works  as  intended, 
however,  there  is  likely  to  be  some  self-enforce- 
ment, since  the  "property  owner"  has  a  vested 
interest  to  protect. 

4.  Transferability  -  Whatever  rights  are  es- 
tablished must  remain  transferable.  Fishermen 
who  want  to  leave  a  fishery,  for  whatever  rea- 
son, should  be  allowed  to  transfer  or  sell  their 
share(s).  Marketing  of  limited  entry  shares  or 
permits  would  encourage  those  not  efficient  or 
profitable  to  exit  and  give  those  who  wish  to 
enter  the  fishery  the  opportunity  to  do  so.  It 
also  allows  those  not  offered  an  initial  alloca- 
tion a  way  into  the  fishery.  Marketable  trans- 
fers provide  an  additional  conservation  incen- 
tive, e.g.,  when  stocks  are  high,  the  value  of  a 
given  share  will  increase,  providing  an  oppor- 
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tunity  to  cash  in  on  the  improvements.  Trans- 
ferability makes  the  system  valuable  to  the 
initial  owners  -  wealth  is  conferred  on  them  by 
the  government  -  and  some  fee  system  to  re- 
coup that  windfall  needs  to  be  created. 

5.  Universality  -  Fishermen  pushed  out  of 
one  fishery  are  likely  to  end  up  in  another. 
Fishing  is  a  way  of  life  that  many  prefer  to 
pursue  against  sizeable  odds.  Since  limited 
entry  won't  apply  to  all  fisheries,  there  will 
always  be  some  place  else  to  go.  Some  argue 
that  limited  entry  should  be  applied  univer- 
sally in  order  to  prevent  overflow  from  moving 
into  unrestricted  fisheries.  Unfortunately,  dis- 
placement may  put  pressure  on  fisheries  to 
consider  limited  entry  even  though  it  may  not 
be  appropriate.  Since  it  is  not  likely  to  be 
productive  or  efficient  to  apply  limited  entry 
universally,  the  potential  impacts  of  displace- 
ment on  other  fisheries  need  to  be  carefully 
considered. 

6.  Flexibility  -  Limited  entry  schemes,  like 
all  forms  of  management,  are  experiments,  so 
managers  must  retain  the  flexibility  to  change 
them  as  they  learn  what  works  and  what  doesn't. 
If  rights  within  the  system  become  entrenched, 
those  poll  tically  and  economically  enfranchised 
by  that  system  will  resist  change  because  of 
their  investment  in  the  status  quo.  Measures 
providing  that  flexibility  need  to  be  a  part  of  the 
system  from  the  start. 

Once  established,  property  rights  are  diffi- 
cult to  rescind.  Fishing  rights  under  limited 
entry  would  presumably  be  similarly  tough  to 
change.  But  if  a  particular  program  fails,  re- 
moving or  redefining  that  right  may  be  neces- 
sary. Therefore  the  right  must  be  carefully 
defined  to  avoid  its  becoming  absolute. 

The  public  must  retain  the  right  of  owner- 
ship, the  right  to  close  down  a  fishery  if  it  is 
warranted  for  biological  reasons.  Rights  that 
are  based  on  shares,  with  no  guarantee  that  the 
allowable  catch  will  always  be  above  zero, 
provide  a  certain  element  of  flexibility. 
However,  there  may  be  unforeseen  conse- 
quences of  rights-based  fishing  that  need  to  be 
guarded  against.  It  will  be  necessary  to  retain 


a  qualified  right  to  end  a  particular  limited 
entry  program  if  it  fails  to  protect  the  resources; 
perhaps  a  sunset  clause  should  be  written  into 
each  program.  No  experiment,  no  matter  how 
well  conceived,  should  give  away  the  public's 
resources  permanently  or  withdraw  the  public's 
right  to  control  how  the  resources  are  used. 

The  flexibility  necessary  to  protect  the  pub- 
lic interest  in  fisheries  will  conflict  to  some 
degree  with  the  similtaneous  need  to  make 
fishing  rights  defensible.  The  degree  to  which 
the  public  can  reverse  privatization  will  reduce 
the  expectation  that  future  gains  from  current 
sacrifices  can  be  fully  recovered.  There  has  to 
be  a  balance  between  flexibility  and  defensibil- 
ity,  with  the  public's  interest  in  healthy  oceans 
always  the  paramount  concern.  The  terms  of 
flexibihty  must  be  established  upfront,  before 
privatization  occurs. 

As  a  precaution,  managers  might  consider 
reserving  a  share  of  the  resource  for 
conservation.  A  percentage  of  the  total 
allowable  catch  could  be  set  aside  in  the  form  of 
an  unused  share  of  the  resource  to  be  held  by 
the  public.  It  would  act  as  a  conservation  buffer 
against  uncertainties  or  inaccuracies  in  stock 
assessments  or  unpredictable  fluctuations  in 
stocks. 
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INDEPENDENT  FISHERMEN  FOR  FAIR  QUOTAS 


2442  N.W.  Market  «349  ^^^gmgHjjjgjjjjgug^^^  Seattle.Washington  98107 
Phone  (206)  782-0770       Fax  (206)  391-8105 

Statement  of  Principle,  Objective  and  Purpose 

Introduction 

Under  the  present  management  sxsfem  all  commercial  fisheries  in  the  North  Pacific  EEZ  have 
become  over-capitalized  Fislicr\  manngcmenl  lias  become  increasingh  politicized  and  inequitable, 
particularly  with  regard  to  allocation  decisions  These  trends  are  likely  to  intensify'  under  either 
open  access  or  license  limitation  This  in  turn  generates  further  destabilization  of  the  resource  and 
of  the  small  fishing  businesses  and  the  lives  of  those  who  depend  upon  that  resource. 

The  Principle 

Accordingly,  fishing  vessel  owners  from  across  the  various  fisheries  have  formed  a  coalition 
founded  upon  the  following  principle 

The  first  preference  in  allocation  should  he  granted  to  those  individuals  first  and 

longest  in  the  fisheries. 

We  believe  this  is  consistent  with  the  requirements  of  the  Magnuson  Act  regarding 

allocation  found  in  National  Standard  #4  and  further  elaborated  in  section  303  (b)(6)B. 

Tins  Coalition  believes  such  preferential   allocation   is   best   implemented  through  an 

Individual  Transferable  Quota  (ITQ)  system. 

The  Objective 

The  objective  of  this  coalition  is  to  work  toward  adoption  of  an  ITQ  system  which  would: 

-  be  a  grant  of  ownership, 

-  be  based  upon  harvest  history, 

-  be  to  the  individual  harvesting  vessel  owner, 

-  be  expressed  as  a  percentage  of  the  TAC  or  Harvest  Guideline, 

-  be  perpetual  m  tenure, 

-  be  ftilly  and  freely  transferable  among  US  entities 

The  Purpose 

It  is  the  desire  and  intent  of  this  coalition  to  participate  in  the  wider  ongoing  discussion  and 
negotiations  concerning  ITQs,  both  before  the  council  and  within  industry. 

In  doing  so,  we  recognize  that  other  legitimate  calls  upon  the  resource  may  be  made  However, 
before  ans  particular  claim  is  included  in  an  allocation  fonnula  we  would  ask  that  the  principled 
basis  for  its  inclusion  be  clearly  defined  and  weighted  by  merit. 

We  believe  the  legitimacy  of  our  claim  rests  upon  our  histor\'  of  dependence,  past  and  present, 
upon  the  resource  It  is  the  purpose  of  this  coalition  to  educate  the  decision  makers  and  the  US 
public  to  endorse  these  principles  as  the  first  basis  for  allocation  and  to  ensure  that  when 
compromises  become  necessary,  the  position  of  those  first  and  longest  in  line  be  compromised  last 
and  least 
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INDEPENDENT  FISHERMEN  FOR  FAIR  QUOTAS 


2442  N.W.  Market  #349 

Phone  (206)  782-0770 


Seattle,  Washington  98 107 
Fax  (206)  391-8105 


Alaskan  Beauty 
American  Eagle 
Arctic  Wind 
Bering  Star 
Denali 

Flying  Cloud 
Katie  K 
Kjevolja 
Mark  I 
Nordic  Star 
Norseman  II 
Pacific  Challenger 
Polar  Sea 
Progress 
Royal  Atlantic 
Starlite 
Tracy  Anne 
Western  Viking 


Vice  President 
Ron  Peterson 


Vessel  Membership  List 

Aleutian  Mariner 
Arctic  Liagic 
Aleutian  I 
Caprice 
Entrance  Point 
Gun  Mar 
Kevleen  K 
Margaret  Lynn 
Neptune 
North  Western 
Ocean  Fury 
Pacific  Fury 
Poseidon 
Rainier 
Seawolf 
Starward 
Vaerdal 
Westpoint 

OlTicers 

President 

Robert  L  Watson 

Treasurer 
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8  February  1994 


The  Honorable  Thomas  Manton 

Chairman 

House  Subcommittee  on  Fisheries 

1334  Longworth  House  Office  Building 

Washington,  DC  20515 


RE:  H.R.  780 


Individual  Transferrable  Quotas 


Dear  Chairman  Manton  and  Subcommittee  Members: 

The  Pacific  Coast  Federation  of  Fishermen's  Associations 
(PCFFA)  represents  working  men  and  women  in  the  west  coast  fishing 
fleet.  PCFFA's  membership  consists  of  24  fishing  associations, 
making  it  the  largest  commercial  fishing  organization  on  the  U.S. 
west  coast.  Individuals  belonging  to  PCFFA  member  associations  are 
primarily  fishing  vessel  owner/operators,  along  with  some 
crewmembers  --  essentially  "family  fishermen". 

We  welcome  the  Fishery  Subcommittee's  hearing  on  the  issue  of 
Individual  Transferable  Quotas  (ITQs)  and  appreciate  the 
opportunity  to  present  written  testimony  on  this  means  of  limited 
or  controlled  access  to  fisheries.  PCFFA  has  had  considerable 
experience  with  limited  access  fisheries,  having  drafted  successful 
limited  entry  programs  for  California's  roe  herring,  salmon, 
driftnet  and  gillnet  fisheries.  Currently,  PCFFA  is  developing  a 
limited  entry  fishery  for  Dungeness  crab  and  drafting  a  permit 
moratorium  for  the  squid  fishery  (the  first  step  toward  a  limited 
entry  system) .   We  speak  from  experience,  not  theory. 

PCFFA  wishes  to  commend  the  majority  and  minority  members  of 
the  Subcommittee  staff  for  their  excellent  background  paper  on 
ITQs.  Many  of  the  issues  of  concern  to  PCFFA  were  addressed  in 
that  paper,  as  you  will  note  from  our  comments  below.  With  the 
rush  to  ITQs  coming  from  NMFS  and  some  in  the  fishery,  it  is 
fitting  and  proper  that  Congress  hold  this  hearing  and  debate  the 
policy  issues  associated  with  the  implementation  of  ITQs  in  the 
nation's  fisheries. 


STEWARDS  OF  THE  FISHERIES 
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The  ITQ  Hoopla 

For  the  past  few  years  ITQs  have  been  touted  as  a  sort  of 
panacea,  a  "cure-all"  for  what  ails  this  nation's  fisheries,  by 
everyone  from  economic  rationalists,  to  fishery  theorists,  to  the 
National  Marine  Fisheries  Service.  After  all,  it  is  argued,  ITQs 
would  be  an  efficient,  market-based  means  of  allocating  fishery 
resources. 

NMFS  advocacy  for  ITQs,  however,  we  believe,  has  been  in  part 
to  distract  attention  from  their  failed  stewardship  over  this 
nation's  fisheries  for  the  past  dozen  or  more  years.  It  is  also 
argued  that  NMFS'  fixation  with  ITQs  is  simply  a  means  to 
diminish  the  role  of,  or  eliminate,  the  regional  management 
councils  since,  in  theory,  ITQs  would  make  fisheries  self- 
allocating.  Further,  concern  has  been  voiced  that  NMFS  promotion 
of  ITQs  is  a  ploy  to  exact  economic  rent  from  the  fisheries, 
corporatize  the  fisheries,  or  both.  Given  NMFS  track  record,  they 
are  not  promoting  ITQs  to  benefit  fishermen. 

PCFFA  is  neither  pro,  nor  anti-ITQs,  but  Congress  is  entitled 
to  know  why  NMFS  is  focusing  so  much  attention  on  this  one 
regulatory  tool  and  giving  short  shrift  to  its  broader  resource 
conservation  responsibilities. 

ITQs  Are  One  of  Many  Forms  of  Fishing  Regulation 

At  the  outset  of  the  ITQ  discussion,  it  must  be  remembered 
that  ITQs  are  a  form  of  limited  access  to  fisheries;  and  limited 
access,  or  limited  entry,  is  but  one  of  a  number  of  tools  for 
regulating  fishing,  along  with  seasons,  time  and  area  closures, 
trip  limits,  gear  limits  and  restrictions,  and  quotas  (as  pointed 
out  in  the  Subcommittae ' s  background  paper).  An  ITQ  system  is 
nothing  more  than  assigning  each  entity,  whether  individual  or 
corporate,  licensed  or  permitted  to  participate  in  a  given  fishery, 
a  share  of  an  overall  quota  or  total  allowable  catch  for  that 
fishery  and  then  allowing  those  entities  the  right  to  buy,  sell, 
trade  or  rent  their  shares  in  the  fishery. 

ITQs,  like  other  forms  of  limited  entry,  are  primarily 
utilized  to  protect  the  economics  of  the  fishery  participants. 
Seldom  is  limited  entry  a  conseirvation  tool,  however,  in  limited 
entry  fisheries,  fishermen  generally  develop  a  greater  conservation 
ethic  than  those  in  open  access  fisheries.  In  fact,  an  ITQ  system 
if  not  properly  designed  or  enforced  can  result  in  "high-grading", 
working  counter  to  conservation  measures. 

Other  than  potentially  making  allocation  more  efficient,  ITQs 
will  not  cure  the  myriad  of  other  problems  facing  the  nation's 
fisheries  ranging  from  mismanagement  to  fish  habitat  destruction. 
ITQs  will  do  nothing  for  Snake  River  sockeye,  or  Sacramento  winter- 
run  Chinook,  or  New  England  groundfish. 
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ITQs  Will  Not  Work  For  All  Fisheries 

A  case  can  be  made  for  implementing  an  ITQ  system  for  some  of 
the  nation's  fisheries  (see  attached  editorial  from  the  6  December 
1991  issue  of  FRIDAY) ,  but  ITQs  will  not  work  for  many  fisheries. 
To  begin  with,  there  must  be  either  an  overall  quota  or  total 
allowable  catch  for  the  fishery  from  which  to  develop  individual 
shares  or  quotas.  Many  fisheries  are  governed  by  size  limits 
(e.g.,  Dungeness  crab),  or  seasons  (e.g.,  salmon),  or  gear 
restrictions  (e.g..  Pacific  driftnet  swordfish  fishery),  not  a 
total  allowable  catch  or  overall  quota,  and  therefore  do  not  lend 
themselves  to  an  ITQ  system. 

ITQ  Systems  Are  Expensive 

ITQ  systems  are  the  most  expensive  of  any  limited  entry  system 
to  operate.  First,  they  require  monitoring  of  each  vessel's 
landings,  not  simply  the  cumulative  landings  of  the  fleet,  to 
ensure  the  vessel  does  not  exceed  its  allocated  quota.  This  means 
extra  enforcement  costs  to  assure  vessels  do  not  under-report 
landings.  The  monitoring/enforcement  cost,  however,  should  be  no 
greater  for  an  ITQ  system  in  those  fisheries  where  vessel  trip 
limits  (e.g.  Pacific  Coast  groundfish)  or  individual  vessel  quotas 
(e.g.,  San  Francisco  Bay  herring  purse  seine  fishery)  are  in  place. 
Second,  ITQs  require  greater  record-keeping  to  track  the  amount  of 
shares  or  quota  held  at  any  given  time  by  a  vessel  (participant) . 
Third,  as  Subcommittee  staff  noted,  there  are  increased  enforcement 
costs  associated  with  longer  seasons  or  fishing  periods  that  occur 
with  ITQ  systems. 

The  cost  of  an  ITQ  system  may  be  offset  in  part  or  totally  by 
fees  placed  on  the  amount  of  share  or  quota  held  and/or  the 
transfer  of  shares  or  quotas,  but  that  is  unlikely.  For  some  of 
the  more  prosperous  fisheries  the  cost  of  implementation  may  not 
pose  an  economic  hardship  on  participants,  but  where  the  fishery 
is  depressed,  attempting  to  impose  upfront  quota  fees  or  transfer 
fees  may  create  a  significant  burden.  Can  an  already  financially 
strapped  NMFS  afford  to  underwrite  ITQs  for  those  fisheries  that 
cannot  pay  the  management  costs? 

Fundamental  Policy  Change 

Because  limited  entry  systems,  especially  ITQs,  mean  a 
fundamental  change  in  the  rights  to  or  ownership  of  fisheries,  the 
policy  should  be  debated  and  set  by  Congress,  not  by  a  regulatory 
agency  such  as  NMFS.  The  Subcommittee  staff  did  a  good  job  of 
setting  forth  some  of  the  policy  issues.  The  following  is  a  list 
of  issues  of  concern  to  PCFFA  that  need  addressing  in  the  policy 
debate  over  ITQs. 

How  are  quotas  to  be  assigned?  There  are  at  least  three  ways 
of  assigning  quotas  or  shares  to  a  fishery.   The  first  is  by  put- 
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ting  the  shares  out  to  bid,  either  initially  or  each  year  (season) . 
This  is  similar  to  what  occurs,  or  is  supposed  to  occur,  for 
federal  timber  sales.  The  problem  with  this  method,  is  that  the 
resource  would  end  up  in  the  hands  of  the  highest  bidder  resulting 
in  the  displacement  of  traditional  participants  and  the  potential 
concentration  of  the  resource  in  a  very  few  hands.  It  does  not 
always  result  in  the  public  getting  the  highest  value  for  its 
resources  as  we  know  all  to  well  from  the  government's  sale  of 
everything  from  timber,  to  oil  and  gas  leases,  to  grazing  rights. 
This  system  probably  should  be  avoided. 

The  second  way  of  assigning  quota  or  shares  is  to  simply 
allocate  each  participant  an  equal  share.  This  is  somewhat  akin 
to  the  way  California  manages  its  purse  seine  herring  fishery  — 
every  boat  is  given  an  equal  quota  annually  --  but  those  quotas 
are  not  transferrable,  although  the  permit  to  the  fishery  is 
transferrable.  The  problem  with  this  is  that  the  level  of  harvest 
in  many  fisheries  varies  widely  between  participants  and  this  could 
penalize  those  who  work  harder  or  with  larger  investments. 

The  third  way  of  assigning  quota  is  based  on  a  participant's 
past  landing  record.  For  most  fisheries  where  an  ITQ  system  would 
work  this  is  perhaps  the  fairest  method  for  assigning  quota. 
However,  even  this  method  has  problems  when  made  overly  restrictive 
through  the  imposition  of  high  minimum  landings  or  very  narrow 
window  periods  in  which  to  qualify  for  an  assignment  of  quota. 
This  is  exactly  what  the  Pacific  Council  and  NMFS  is  doing  with 
Pacific  Coast  groundfish  as  it  moves  from  a  highly  questionable 
limited  entry  system  into  ITQs. 

Congress  needs  to  establish  policy  regarding  issuance. 

Charging  Economic  Rent.  Proponents  of  economic  rent  cite  oil 
and  gas  leases,  sales  of  timber  and  mineral  rights  as  precedent  for 
charging  fees  for  quotas  or  shares  in  a  fishery.  Indeed,  it  would 
be  good  policy  to  exact  such  rent  where  the  participants  tend  to 
be  a  few  large  entities  and  the  potential  profits  also  large.  (But 
keep  in  mind  the  influence  large  operators  have  had  in  the  past 
over  public  sales  and  leases  of  resources  and  their  ability  to 
manipulate  bids  and  hold  prices  down.)  The  participants  in  most 
fisheries,  however,  tend  to  be  small  operators  —  a  small  business 
or  family  operation,  a  vessel  owner/operator  --  and  there  also  tend 
to  be  a  larger  number  of  these  individuals  operating  on  small 
margins. 

Currently  the  "rent"  from  fisheries  is  not  paid  directly  to 
any  government  agency  but,  rather,  in  the  form  of  employment  and 
other  economic  activity  in  coastal  communities.  PCFFA  believes  the 
benefit  to  the  public  from  having  a  large  number  of  smaller 
operators,  as  opposed  to  a  few  large  corporations  controlling  the 
resource,  is  both  economic  and  social.  A  good  analogy  can  be  made 
to  California's  San  Joaquin  Valley,  comparing  the  family  farms  of 
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the  east  side  to  the  corporate  agribusiness  operations  on  the  west 
side.  Thus,  the  policy  on  economic  rent  for  an  ITQ  system  made  up 
of  a  few  large  operators  with  large  profits,  should,  we  believe, 
be  different  than  that  from  a  system  made-up  of  a  large  number  of 
small  operators  with  smaller  margins.  In  fact,  direct  payment  of 
"rent"  should  be  waived  to  achieve  the  other  economic  and  social 
benefits  under  the  latter  scenario. 

Congress  needs  to  establish  policy  on  economic  rent. 

Amount  of  cMota  held.  Another  policy  issue  to  be  dealt  with 
in  the  establishment  of  ITQ  systems  is  the  amount  of  quota  any  one 
entity  may  hold.  Subcommittee  staff  addressed  this  issue  in  its 
discussion  of  Industry  Concentration  and  Market  Power  in  the 
background  paper.  If  ITQs  systems  are  established,  we  believe,  it 
is  clear  that  limits  must  be  placed  on  the  total  amount  of  quota 
or  shares  any  one  entity  may  hold.  This  is  not  a  matter,  as  NMFS 
once  said,  for  the  Federal  Trade  Commission.  It  is  a  fundamental 
fishery  issue  and  must  be  addressed  in  any  ITQ  system. 

The  Mid-Atlantic  surf  clam  fishery  amply  demonstrates  what 
happens  when  controls  are  not  placed  either  on  how  much  quota  any 
entity  can  control  or  who  controls  the  quotas.  The  surf  clam 
fishery  is  now,  as  a  result  of  ITQs,  a  share-cropper  fishery.  The 
companies  hold  the  quotas  and  tell  the  fishermen  when  to  fish  and 
how  much  they  will  be  paid.  There  are  now  fewer  fishermen  and  they 
are  earning  less.  Among  other  things.  Congress  ought  to  demand  a 
full  report  from  NMFS  on  this  fiasco,  including  the  reports  on  this 
fishery  NMFS  has  sought  to  bury  or  sanitize. 

Congress  needs  to  establish  policy  on  quota  caps. 

Who  gets  the  quotas?  Finally,  there  is  the  issue  of  who  gets 
the  quotas.  It  may  matter  less  who  is  assigned  the  quotas  than  who 
is  subsequently  entitled  to  purchase  them.  Unless  restrictions  are 
placed  on  who  can  own  shares  or  quotas,  there  is  a  real  likelihood 
these  will  be  bought  up  by  speculators  or  companies  then  leased 
back  to  fishermen  under  onerous  conditions.  It  is  our  belief  that 
ITQs  should  only  be  held  by  vessel  owners  or  operators,  or  their 
crew,  to  prevent  the  reimposition  of  a  share-cropper  system. 

Likewise,  we  believe,  controls  need  to  be  placed  on  the 
issuance  of  community  quotas  or  shares.  Community  quotas  may 
provide  a  means  of  protecting  historic  fishing  communities, 
provided  the  quotas  are  issued  to  fishermen  in  those  communities 
and  can  only  be  transferred  to  other  fishermen  within  that 
community.  However,  they  are  of  questionable  value  where  the 
community  simply  turns  around  and  leases  them  to  a  factory  trawler 
operator  or  some  other  entity  with  no  ties  to  the  community.  The 
social  purpose,  and  perhaps  even  the  economic  purpose  of  community 
quotas,  is  destroyed  where  transfers  or  leases  of  quotas  are 
allowed  outside  of  the  community. 
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Congress  needs  to  establish  polcy  on  who  may  hold  quotas. 

Mr.  Chairman  and  members,  we  wish  to  thank  the  committee  for 
the  opportunity  to  provide  our  thoughts  on  the  issue  of  ITQs,  as 
one  more  of  the  numerous  tools  to  regulate  our  fisheries.  If  there 
are  questions  of  us,  please  do  not  hesitate  to  have  your  staff 
contact  our  office. 


Sincerely,  « 

W.F.  "(Zteke"  Grader,  Jr. 
ExecutSjJe  Director 


WFG:rtd 
enclosure 
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Page  8  6  December  1991 

FRIDAY'S  CURMUDGEON 

ITQS  NEEDED  NOW,  NOT  LATER  FOR  GROUNDnSH 

I  have  never  been  a  big  fan  of  Individual  Transferable  Quotas.  ITQs  (or  IFQs  - 
-  Individual  Fishermen  Quotas,  as  they  are  sometime  called)  are  a  form  of  fishery 
limited  entry  that  requires  extensive  monitoring  and,  depending  on  the  specifics  of 
the  program,  can  result  in  the  ownership  of  the  resource  being  held  or  controlled  by 
a  few  individuals  or  corporations.  ITQs  only  work  where  there  is  reasonable 
confidence  in  the  overall  catch  quotas  (something  that  is  lacking  in  the  ocean  salmon 
fishery,  for  example).   Further,  ITQ  systems  do  nothing  for  resource  protection. 

But  after  reviewing  the  latest  feeble  attempt  by  the  Pacific  Fishery  Management 
Council  to  implement  a  limited  entry  system  for  its  groundfish  fishery,  and  after 
considering  the  different  gear  types,  markets  and  species  mix  in  this  fishery,  it  is 
clear  to  me  that  some  form  of  ITQ  system  is  the  only  workable  and  fair  mechanism 
for  controlling  effort  in  that  fishery.  Having  had  considerable  experience  with 
California's  salmon  and  herring  limited  entry  programs,  as  well  as  a  number  of  others, 
and  having  read  extensively  reports  of  various  limited  entry  programs  nationally  and 
internationally,  it  is  my  opinion  ITQs  are  the  only  solution.  I  should  say  here  that 
these  are  ray  opinions  only  and  do  not  reflect  those  of  the  PCFFA  Board.  The  Board 
has  taken  a  position  of  formal  opposition  to  the  Pacific  Council's  proposed  plan,  but 
has  not  yet  decided  whether  to  offer  an  alternative  plan,  or  simply  to  oppose  limited 
entry  for  this  fishery. 

At  the  outset  it  should  be  recognized  that  the  PFMC's  groundfish  limited  entry 
plan  js  a  total  flop  and  the  sooner  a  bullet  is  put  through  this  turkey's  head  the  better. 
Make  no  mistake  about  it,  this  plan  was  designed  specifically  to  benefit  a  select  group 
of  larger  trawlers  and  longliners  from  the  Northwest.  In  truth,  they  drafted  it  and  the 
PFMC  rubber-stamped  it.  PCFFA  participated  early  on  in  the  drafting,  but  once 
trolling  was  exempted  form  limited  access,  its  seat  on  the  committee  was  eliminated. 
The  proposal  changed  drastically  following  PCFF.A's  departure  from  the  committee, 
and  subsequent  concerns  raised  by  fishermen  from  Santa  Barbara,  Half  Moon  Bay  and 
elsewhere  went  unheeded  by  the  committee  and,  later,  the  Pacific  Council. 

The  PFMC's  plan  would  create  two  categories  of  fishermen.  TTie  first  are  those 
who  get  limited  entry  permits  --  trawlers,  longliners  and  pot  fishermen  who  met  the 
landing  requirements  between  the  arbitrarily  imposed  dates  of  July  1984  and  August 
1988.  Keep  in  mind,  the  plan  was  not  officially  adopted  by  the  PFMC  until 
November  1991  and  there  was  no  moratorium  on  licenses  imposed  prior  to  its 
adoption.  This  first  group  will  be  able  to  buy  and  sell  its  permits.  Further,  this 
group  will  have  its  own  quota  and  once  it  finishes  it,  it  will  be  able  to  fish  on  the 
second  category's  —  the  open  access  group  —  quota. 
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The  open  access  group  consists  of  other  "lesser"  gear  types  such  as  troll,  gillnet, 
seine,  wire-line  and  Portuguese  hook-and-line,  as  well  as  long-line  and  trap 
fishermen  who  did  not  meet  the  minimum  landing  requirement  during  the  qualifying 
period.  Trawlers  who  did  not  meet  the  minimum  landing  requirements,  such  as  many 
of  those  in  Santa  Barbara  whose  fishery  was  disrupted  in  the  mid-80's  by  oil  industry 
seismic  testing,  are  out  of  the  fishery  completely.  Once  the  open  access  quota  is 
filled,  open  access  fishermen  will  have  no  rights  to  fish  the  limited  access  quota  if  it 
has  not  been  filled.   And  you  can  bet  that  the  open  access  quota  will  be  small. 

As  a  lawyer,  and  one  who  still  remembers  something  of  Constitutional  law,  the 
whole  plan  is,  to  me,  a  wholesale  violation  of  due  process  and  equal  protection.  The 
problem  will  be  that  many  reviewers  are  unlikely  to  discover  the  flaws  inherent  in  the 
plan  since  it  is  so  poorly  written.  Frankly,  the  only  thing  worse  than  the  plan  itself 
is  the  way  it  was  drafted.  Perhaps  the  authors  felt  it  necessary  to  obfuscate  and 
confuse  to  hide  the  impacts  of  its  implementation.  My  friends  at  the  Office  of 
NOAA  General  Counsel  were  no  help  in  all  of  this  and  actually  did  a  disservice  to 
their  clients.  At  the  November  PFMC  meeting,  the  NOAA  attorneys  seemed  lost  in 
the  thicket  of  federal  regulations,  seemingly  without  either  a  map  or  a  compass  --  the 
Magnuson  Act  and  the  Constitution  --to  give  guidance  to  the  Pacific  Council. 

The  PFMC's  plan  is  also  overly  rigid.  It  gets  hung-up  unnecessarily  on  gear  type 
and  vessel  sizes.  If  a  fisherman  wants  to  change  gear,  for  reasons  of  markets  or  by- 
catch  they  should  have  that  flexibility.  And,  since  trip  and  other  limits  are  imposed, 
what  difference  should  vessel  size  make?  Fishermen  should  have  the  ability  to  freely 
change  or  upgrade  vessels  for  safety  and/or  operating  efficiency. 

ITQs  are  discussed  in  the  PFMC's  plan,  but  are  dismissed  as  a  tool  now  because 
of  enforcement  concerns  and  the  time  it  would  take  to  set  up  the  system.  Those 
arguments  against  an  ITQ  system  are  specious.  In  fact,  ITQs  are  considered  for  a 
later  date  by  the  authors,  presumably  after  many  in  the  open  access  fishery  are 
eliminated  and  those  in  the  limited  access  fishery  will  be  able  to  lay  claim  to  a  larger 
quota  share.  The  fact  is  that  an  ITQ  system  should  not  result  in  any  greater 
enforcement/monitoring  than  is  required  under  present  regulations  to  enforce  vessel 
trip  limits.  And,  since  the  PFMC's  plan  is  not  scheduled  for  implementation  until 
1994,  there  is  ample  time  to  set  up  an  ITQ  system  to  be  in  place  by  or  before  1994. 

How  could  an  ITQ  system  work  in  the  groundfish  fishery  that  would  be  fair  and 
equitable  and  still  limit  effort?  If  limited  entry  is  necessary  for  the  groundfish 
fishery,  and  I  believe  it  is,  the  following  is  to  me  the  best  way  to  implement  it.  First, 
forget  the  existing  qualifying  period;  too  much  time  has  passed  since  the  cut-off  date 
of  1988.  To  be  fair,  it  needs  to  be  for  a  longer  period,  perhaps  10-years  --  January 
1982  to  January  1992,  for  example.  This  would  take  in  groups  such  as  the  Santa 
Barbara  trawlers  and  longliners  in  Half  Moon  Bay. 
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Second,  for  purposes  of  qualifying,  forget  the  minimum  number  of  landings  and 
weight  and  species  of  fish  landed.  One  landing  of  one  fish  (in  the  groundfish 
complex)  should  be  sufficient,  as  it  is  for  qualifying  for  most  other  limited  entry 
programs. 

Third,  and  to  be  fair  and  prevent  this  low  qualifying  requirement  from  being 
abused  and  recognizing  the  significant  past  landings  made  by  larger  vessels,  the 
quotas  assigned  to  each  fishermen/permit  holder  should  be  based  on  previous 
landings,  say  an  average  of  three  of  the  top  years  of  landings  out  of  the  past  ten. 
This  figure,  then,  would  be  used  to  determine  the  amount  of  quota  allocated  to  the 
individual  for  setting  his  or  her  initial  ITQ.  After  that  the  individual  would  be  free 
to  buy  or  rent  additional  quota  from  other  ITQ  holders,  or  sell  or  rent  that  quota  to 
other  ITQ  holders.  This  is  fair  to  the  larger  vessels  owners  since  their  initial  quota 
would  reflect  their  past  landings.  It  would  be  fair  to  those  just  starting,  or  whose 
fishery  had  been  interrupted,  because  they  would  qualify  for  an  ITQ  and  could  buy 
or  rent  additional  quota  to  provide  them  more  of  a  fishery.  And,  for  the  individual 
who  was  in  the  process  of  buying  or  building  a  vessel  with  the  intent  of  getting  into 
the  fishery  at  the  time  the  system  was  implemented  and  had  no  landing  records,  they 
could  be  provided  the  right  to  rent  or  purchase  shares  from  other  ITQ  holders  willing 
to  rent  or  sell  all  or  a  portion  of  their  quota. 

Fourth,  to  prevent  any  one  individual,  company  or  corporation  from  buying  up 
quota  and  subsequently  controlling  much  of  the  resource,  as  has  happened  in  other 
ITQ  systems,  a  cap  should  be  placed  on  how  much  of  the  total  quota  of  the  resource 
could  be  controlled  by  a  single  individual,  company  or  corporation.  As  a  rule  of 
thumb,  I  would  recommend  not  more  than  one-half  of  one  i>ercent  of  the  total  quota. 
Thus,  if  all  ITQ  holder  had  their  maximum  permitted  shares,  there  would  still  be  at 
least  200  vessels  operating  in  the  fleet.  For  some  of  the  groundfish  species,  however, 
the  cap  could  be  loosened.  For  example,  in  Pacific  whiting  it  could  be  as  high  as  five 
percent  ownership  of  the  total  quota  by  an  ITQ  holder. 

Fifth,  new  entry  into  the  fishery  should  have  some  form  of  qualification  other 
than  an  individual  or  corporation  merely  being  able  to  buy  their  way  in.  Restricting 
shares,  and  the  right  to  purchase  them,  solely  to  the  owner  or  operator  of  a  vessel 
used  in  the  fishery  is  my  recommendation  for  those  holding  ITQs.  New  entrants 
owning  or  leasing  a  vessel  would  be  required  to  have  had  experience  in  the  fishery  - 
-  as  a  crewmember,  for  example  --  prior  to  their  being  able  to  hold  ITQs  shares. 
Thus,  existing  ITQ  holders  would  be  assured  new  entrants  had  some  level  of 
experience  in  the  fishery  and  crewmembers  on  ITQ  vessels  would  be  given  a 
preference  for  entering  the  fishery  later  as  owner/operators  of  their  own  vessels. 
Further,  restricting  new  entrants  to  those  with  past  experience  would  help  keep  down 
the  cost  of  entering  the  fishery. 

Sixth,  compliance  with  the  system  could  be  strengthened  by  stiff  penalties. 
Persons  who  exceed  their  quota  for  a  given  species,  but  who  report  it,  would  be 
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required  to  give  the  proceeds  of  that  excess  to  a  regulatory  authority.  This  process 
is  currently  in  use  successfully  in  California's  herring  fishery.  Where  an  ITQ  holder 
fails  to  report  any  amount  of  fish  taken  in  excess  of  their  quota  they  would  be  subject 
to  a  loss  of  their  ITQ.  The  weight  of  this  penalty  —  both  loss  of  future  fishing 
income  as  well  as  the  loss  of  the  value  of  the  ITQ  shares  --  should  act  as  a  deterrent 
to  cheating. 

Seventh,  the  cost  of  operating  this  system  could  be  offset  in  part  or  in  whole  by 
a  transfer  fee  of  shares  for  every  sale  or  rental  of  quota.  A  five  percent  fee,  for 
example,  is  in  line  with  fees  charged  presently  for  the  transfer  of  stock  shares  or  the 
sale  of  real  estate.  A  share  exchange  system  could  be  set  up  for  the  sale  or  rental  of 
quotas  that  would  provide  a  mechanism  for  monitoring  not  only  the  amount  of  shares 
each  ITQ  holder  has  at  a  given  time,  but  the  prices  being  paid  as  well. 

Finally,  the  system  I  have  outlined  above  would  not  have  to  concern  itself  with 
either  gear  or  vessel  size.  ITQ  holders  would  not  only  have  the  freedom  to  fish  when 
conditions,  such  as  when  markets  and  weather,  were  best  but  would  have  flexibility 
in  their  choice  of  gear  (other  than,  perhaps,  environmental  considerations)  and 
vessels.  Indeed,  they  would  not  be  locked  into  gear  types  that  did  not  allow  them  to 
maximize  the  value  of  their  catches  and/or  minimize  by-catches,  or  be  stuck 
operating  vessels  consuming  too  much  fuel  or  that  were  unsafe. 

Again,  I  want  to  reiterate  that  the  above  are  my  thoughts  alone  for  a  fair  and 
equitable  alternative  to  the  turkey  the  PFMC  has  served  up.  Not  all  of  the  details 
have  been  spelled  out  and  there  may,  in  fact,  be  other  mechanisms  that  could  meet 
the  test  of  flexibility,  fairness  and  equity  as  well.  All  things  considered,  I  am  of  the 
opinion  that  a  carefully-structured  ITQ  system  is  the  only  answer  for  groundfish 
limited  entry  and  that  it  is  needed  now  not  later.  -  ZG 


REMINDER  -  WETLANDS  COMMENTS  DUE 

The  deadline  for  commenting  on  the  Bush  Administration's  revised  wetlands 
manual  —  changing  their  definition  and  removing  approximately  33  million  acres  of 
existing  wetlands  from  protection  --  is  24  December  (not  14  December  as  earlier 
reported  in  FRIDAY).  Fishing  organizations,  as  well  as  individual  fishermen  need 
to  let  the  President  and  the  Environmental  Protection  Agency  (EPA)  know  that  they 
will  not  tolerate  weakening  of  wetlands  guidelines  (see  FRIDAY,  22  November,  p.  12; 
16  August,  pp.1 1-12;  19  July,  pp.4-7).  Wetlands  are  the  cradle  of  the  seafood 
industry  and  commercial  landings  of  wetland-dependent  species  was  worth  over  $6 
billion  to  the  U.S.  economy. 

FISH  (Fishermen  Involved  in  Saving  Habitat)  is  requesting  that  comments  be  sent 
stressing  the  following: 
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STATEMENT  OF  GREENPEACE 


Greenpeace  has  many  concerns  regarding  individual  fishing  quotas 
(IFQs) .   Types  of  quota  plans  which  privatize  the  resource  are 
referred  to  as  individual  fishing  quotas  (IFQs) ,  individual 
transferable  quotas  (ITQs)  or  individual  vessel  quotas  (IVQs) . 
For  the  pvirposes  of  this  paper,  the  term,  IFQ  will  be  used  to 
express  the  general  concept  of  privatizing  fisheries. 

As  you  may  know,  Greenpeace  is  an  international  environmental 
organization  with  1.6  million  members  in  the  United  States  and 
offices  in  25  countries.   The  organization  is  dedicated  to  the 
protection  of  the  planet  and  its  myriad  creatures  and  ecosystems. 
For  a  number  of  years,  our  organization  has  been  involved  in 
fisheries  management  for  almost  seven  years.   While  our  focus  has 
been  in  the  North  Pacific,  we  were  involved  in  the  last  Magnuson 
reauthorization  and  helped  bring  together  the  Marine  Fish 
Conservation  Network  for  the  current  effort. 

Fisheries  in  the  United  States  suffer  from  a  variety  of  problems 
ranging  from  loss  of  habitat  to  overexploitation.    The  National 
Marine  Fisheries  Service  (NMFS)  reports  that  65  (or  42%)  of  the 
153  known  fish  stocks  in  federal  waters  are  overexploited. 
Greenpeace  does  not  believe  that  the  numerous  problems  affecting 
U.S.  fisheries  can  be  solved  by  implementing  a  system  of  IFQs, 
and  privatizing  this  public  resource. 

The  current  crisis  in  U.S.  fisheries  was  predicted  in  the  mid- 
1970s,  and  resulted  in  the  passage  by  Congress  of  the  Fishery 
Conservation  and  Management  Act  of  1976,  (Magnuson  Act).   At  the 
time  of  the  implementation  of  the  Magnuson  Act,  the  status  of 
fisheries  in  the  United  States  warranted  protection,  and  prudent 
conservation  and  management.   Unfortunately,  under  the  Magnuson 
Act,  efforts  to  develop  the  U.S.  domestic  fishing  fleet,  through 
economic  development  assistance  and  elimination  of  foreign 
competition,  forced  conservation  to  the  wayside.   These  incentive 
programs  were  developed  in  the  form  of  low  interest  loans  and 
preferential  allocations,  to  encourage  U.S.  participation  in 
fisheries  development. 

These  priorities  remain  in  force,  and  little  has  been  done  to 
improve  the  way  in  which  fisheries  are  prosecuted  or  to  provide 
for  the  sustainability  of  fish  stocks.   This  has  resulted  in  a 
situation  where  we  now  have  too  many  vessels  chasing  a  finite, 
and  in  many  cases,  decreasing  amount  of  fish.   Furthermore, 
little  effort  has  been  made  to  improve  the  manner  in  which  fish 
are  caught,  (e.g.  improving  the  selectivity  of  fishing  gear). 
And,  nothing  has  been  done  to  offset  the  exorbitant  costs  of 
managing  fisheries  resources. 

The  National  Marine  Fisheries  Service  (NMFS)  is  responsible  for 
the  sound  stewardship  of  our  national  living  marine  resources. 
As  such,  it  is  the  responsibility  of  NMFS  to  weigh  all  concerns. 
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including  social  and  ecological,  when  addressing  fisheries 
management  issues  and  decisions. 

By  supporting  and  promoting  IFQs,  which  would  transfer  the 
ownership  of  our  national  fisheries  to  private  entities,  NMFS 
apparently  believes  that  fisheries  management  will  be  made 
simpler.   In  fact,  NMFS  will  be  ceding  all  or  most  of  its 
authority  and  responsibility  to  manage  and  conserve  U.S.  fish 
stocks  in  this  transaction. 

Greenpeace  believes,  for  the  reasons  listed  below,  that  IFQs 
will  not  solve  the  myriad  problems  facing  U.S.  fisheries: 

a)  IFQs  do  not  have  conservation  oriented  objectives;  they  are 
largely  profit  driven.   Because  the  fishing  fleets  of  the  world 
are  over-capitalized  and  over-sxibsidized,  there  is  a  rush  to 
secure  economic  investments  in  the  fleet.   However,  as  has  been 
illustrated  by  those  countries  that  have  adopted  IFQ  regimes, 
IFQ  plans  will  double  or  even  triple  current  implementation  and 
enforcement  costs.   Taxpayers  will  once  again  bear  the  burden  of 
funding  the  implementation  of  a  program  that  does  not  solve  the 
numerous  problems  currently  facing  U.S.  fisheries.   Moreover, 
taxpayers  should  not  be  required  to  fund  a  program  which 
privatizes  what  was  previously  a  publicly  held  resource. 

b)  IFQ  systems  do  not  resolve  the  problems  of  inherently  "dirty" 
fisheries  (  i.e.  those  fisheries  with  high  levels  of  bycatch  and 
discards) .   Such  fisheries  will  not  be  cleaned  up  by  IFQs. 
Instead,  they  will  be  legitimized,  as  historical  bycatch  levels 
are  allocated  so  that  the  target  species  can  continue  to  be 
caught.    Additionally,  because  each  vessel  operator  will  have  a 
given  quota,  the  incentive  to  "high  grade"-  keep  only  the  most 
marketable  fish  -  will  intensify  and  discards  will  increase 
dramatically. 

c)  Supporters  of  IFQ  systems  argue  that  they  consolidate  the 
nvunber  of  fishing  vessels  in  operation.   But  this  does  not 
address  the  problem  of  "capital  stuffing";  improving  the  catching 
capacity  of  those  vessels  that  participate  in  a  given  fishery. 
The  issue  of  overeff iciency  will  not  be  addressed. 

d)  The  "race  for  fish"  will  not  be  slowed  or  stopped  under  an  IFQ 
system.   Fisheries  that  currently  operate  within  a  specific 
window  of  time,  e.g.  the  pollock  roe  fishery,  will  continue  to 
do  so.   Further,  because  of  the  high  value  of  pollock  roe,  most 
vessels  will  continue  to  fish  their  quota  during  the  spawning 
season. 

e)  IFQs  will  facilitate  the  concentration  of  fisheries  resources 
into  the  hands  of  large  corporations  and  will  virtually  eliminate 
small-scale  fishery  operations,  which  arguably  contribute 
substantially  more  in  economic  and  social  terms  to  the  coastal 
communities  in  which  they  operate. 
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f)  Upon  implementation  of  IFQs,  fishing  will  no  longer  be  a 
privilege  which  is  contestable  by  citizens.   The  privatisation  of 
our  fisheries  will  eliminate  citizen  participation,  including 
the  right  to  challenge,  fishery  management  decisions.   The 
ability  to  challenge  fishery  management  decisions  in  a  court  of 
law  will  be  nearly  impossible  on  the  basis  of  property  rights. 

Open  access  fisheries  are  difficult  to  manage.   As  vessels 
continue  to  enter  a  given  fishery,  seasons  become  shorter,  total 
allowable  catches  (TACs)  are  exceeded,  and  inevitably  more  harm 
is  caused  to  the  resource.   Limited  entry  programs  are  the 
alternative  to  open  access,  yet  NMFS  has  failed  to  proactively 
limit  participation.   There  are  numerous  types  of  limited  entry 
progreims  which  may  address  some  problems  in  each  fishery.  IFQs 
are  not  the  only  option. 

Again,  Greenpeace  does  not  support  NMFS'  attempt  to  relegate  its 
authority  over  living  marine  resources  by  giving  away  the  marine 
resources  of  the  United  States  and  creating  private  holders  whose 
overriding  concern  is  with  maximizing  short-term  profits.   NMFS' 
failure  to  uphold  the  stewardship  of  our  marine  resources  is  no 
excuse  for  NMFS  to  yield  its  obligation  to  conserve  our  fish 
populations  altogether. 

Rather,  we  advise  NMFS  to  move  forward  proactively  by  adopting 
and  implementing  suggestions  as  put  forward  in  its  1991 
Strategic  Plan  for  the  Conservation  and  Wise  Use  of  America's 
Living  Marine  Resources.   Interestingly,  NMFS  attempts  to  make  a 
fundamental  departure  from  the  approaches  of  the  past  and 
acknowledges  that  effective  conservation  encompasses  the 
ecosystem  as  a  whole.   In  particular,  it  calls  for: 

1.  Controlled  access  to  fisheries  to  reduce  the  tendency  toward 
excess  fishing  capacity,  economic  waste,  conflicts  between 
groups,  and  industry  pressure  to  make  "risk  prone"  decisions; 

2.  Development  of  more  selective  fishing  practices  to  reduce 
bycatch ; 

3.  Implementation  of  a  cohesive  strategy,  built  on  all 
applicable  legislative  authorities,  to  protect  and  restore  marine 
ecosystems ; 

4 .  Reduction  of  uncertainty  by  greatly  expanding  the  scientific 
information  base  upon  which  decisions  are  based; 

5.  Risk  averse  decisions  in  the  face  of  uncertainty  (i.e., 
erring  on  the  side  of  conservation,  not  resource  depletion) . 
Obviously  missing  from  this  list  is  the  consideration  of 
biological  interactions.   There  is  a  pressing  need  to  manage 
marine  exploited  species  in  the  context  of  the  ecosystems  of 
which  they  are  an  integral  part,  both  to  achieve  sustained  use  of 
living  marine  resources  and  to  protect  non-exploited  species  and 
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the  integrity  of  their  interactions. 

We  are  at  a  critical  juncture  where  we  have  a  choice;  either 
drive  our  remaining  fish  stocks  into  depletion  or  move  toward 
sustainable  fisheries  management. 
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And  ItaEN  Tejere  Were 

NONE 


Overfishing  AND  Ocean  E(X)SYsnrEMS 

IN  THE  NORTHEA^  PAOnC 
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" XXuge  as  the  total  catch  might  seem,  the 
catch  per  vessel  was  down  and  the  fish  were 
running  generally  smaller  than  before, 
even  though  the  foreign  vessels  fished  longer 
hours  with  improved  methods  over  a  larger  range 
for  a  greater  part  of  the  year...   [When  this  hap- 
pens]... it  is  nearly  always  an  early  and  sure  warn- 
ing of  the  general  decay  of  major  fishing  areas. 
First  observed  in  the  Old  World  with  the  herring 
and  sole  of  the  North  Sea  and  the  cod  of 
Norway's  Arctic  grounds  the  phenomenon  now 
seemed  to  be  repeating  itself  in  the  Northwest 
Atlantic.   Everywhere  the  factory  trawlers  went, 
in  other  words,  more  were  fishing  for  less." 
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The  Northeast  Pacific  ecosystem  supports  the  largest  single-species  fishery  in  the  world  for  Walleye  pollock. 
In  1992,  over  1.9  billion  pounds  of  pollock  were  caught,  valued  at  more  than  $324  million. 
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ARE  THERE  REALLY   PLENTY 
OF  FISH  IN  THE  SEA?" 

The  notion  that  the  bounty  of  the 
sea  is  unlimited  is  deeply  rooted 
in  our  culture.  Similarly,  there  is  a 
tendency  to  believe  that  the 
oceans'  capacity  for  abuse  is  end- 
less. Both  of  these  assumptions 
are  false. 

In  the  oceans  of  the  world,  over- 
fishing and  other  wasteful  and 
destructive  fishing  practices  are 
dramatically  reducing  fish 
catches.  When  fish  stocks  decline, 
the  marine  food  web  is  weakened 
and  possibly  broken,  triggering  a 
cascade  of  changes  in  the  abun- 
dance of  other  species  and  major 
shifts  in  ecological  relationships, 
affecting  marine  mammals,  sea- 
birds  and  other  fish. 

Moreover,  overfishing  and  alter- 
ations in  marine  ecosystem  struc- 
ture often  have  devastating  social 
and  economic  impacts  which 
reach  well  beyond  ocean  bound- 
aries. Coastal  fishing  communi- 
ties are  particularly  hard  hit  by 
unsustainable  fishing  and  poor 
fisheries  management.  Manage- 
ment systems  put  in  place  by  gov- 
ernments to  control  the  excesses 
of  fishing  are  fatally  flawed  and  in 
desperate  need  of  attention. 

According  to  the  National  Marine 
Fisheries  Service  (NMFS), 
the  federal  agency  overseeing  U.S. 
fisheries,  80  percent  of  the  known 
commercially  valuable  fish  popu- 
lations ( 1 22  aquatic  species)  are 
currently  fully  or  overexploited. 
Another  79  species  continue  to  be 
exploited  while  their  stock  status 
is  unknown.  These  numbers  clear- 
ly indicate  a  profound  inability  to 
conserve,  manage,  and  catch  fish 
sensibly  and  sustainabiy.  Even  in 


the  country's  most  productive  fish- 
ing grounds — the  vast  region  of 
the  Northeast  Pacific — there  are 
signs  of  trouble. 

THE  NORTHEAST 

PACIFIC:  AN  ECOSYSTEM 

ON  THE  EDGE 

The  Northeastern  Pacific  ecosys- 
tem includes  the  waters  of  the 
Eastern  Bering  Sea  (EBS), 
Aleutian  Islands  (AI)  and  the  Gulf 
of  Alaska  (GOA).  Together,  these 
waters  support  the  largest  single- 
species  fishery  in  the  world  for 
Walleye  pollock.  In  1992,  over 
2.9  billion  pounds  of  pollock  were 
caught,  valued  at  more  than  $324 
million. 

While  the  Northeast  Pacific  is  still 
one  of  the  most  productive  ecosys- 
tems in  the  Northern  Hemisphere, 
the  region  may  soon  suffer  the 
same  fate  as  the  North  Atlantic, 
where  indiscriminate  fishing  prac- 
tices, overexploitation,  and  mis- 
management brought  about  a 
series  of  biological  and  commer- 
cial fishery  collapses. 

Fisheries  off  of  Alaska  have  been 
subject  to  over  three  decades  of 
excessive  exploitation.  Fish 
stocks  abundant  in  the  1960s,  such 
as  Pacific  Ocean  perch  and  her- 
ring, were  fished  to  low  levels 
only  to  be  replaced  in  the  catch  by 


other  commercially  viable  fish 
species,  such  as  pollock  and  Alka 
mackerel.  Due  to  these  "boom 
and  bust"  fishing  cycles  and  the 
cascading  ecological  effects  which 
result,  fisheries  of  30  years  ago, 
and  arguably  ecosystems  of  30 
years  ago,  are  vastly  different 
firom  those  in  existence  today. 

Despite  evident  symptoms  of  an 
ecosystem  in  distress,  fisheries 
exploitation  patterns  in  the  North- 
east Pacific  have  not  improved  nor 
has  the  health  of  the  ecosystem. 


Since  1986,  the  number  of  factory 

trawlers  working  the  Northeast 

Pacific  has  increased  from  12  to  65. 

It  is  not  uncommon  for  a  factory 

trawler  to  pull  in  350,000  pounds 

of  fish  in  a  single  haul. 
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Commercial  fishing  operations  of  today  employ  hi-tech  equipment  to 

locate  and  catch  fish.  Over-efficient  technology  is  a 

major  cause  of  overfishing. 


A  BOOM  IN  BOATS 
BRINGS  A  nSHERIES  BUST 

Following  the  implementation  of 
the  Magnuson  Fishery  Conser- 
vation and  Management  Act 
(Magnuson  Act)  in  1977,  the  com- 
position of  the  North  Pacific  fish- 
ing fleet  changed  dramatically. 
The  goal  of  this  Act  was  to 
"Americanize"  fishing.  The  Act 
established  a  200  mile  Exclusive 
Economic  Zone  (EEZ)  to  drive 
the  foreign  fishing  fleets  outside 
U.S.  coastal  waters,  thereby 
reserving  fishing  resources  for  the 
emerging  domestic  fleets,  and  pro- 
tecting the  fisheries  from  foreign 
overexploitation. 

Prior  to  the  Magnuson  Act,  most 
U.S.  vessels  working  in  the 
North  Pacific  fished  largely  for 
highly  valued  species  such  as 
halibut,  salmon  and  crab. 
However,  after  the  Alaskan  king 
crab  collapse  of  the  early  1980s, 
U.S.  companies  vied  for  other 
markets.  The  foreign  vessels 
which  concentrated  on  grouiidfish 
stocks  provided  a  rallying  point 
for  "Americanization." 

The  promise  of  the  groundfish 
fishery  prompted  the  conversion 
of  crab  pot  vessels  to  groundfish 
trawlers.  With  preferential 
allocation  of  fish  quotas  to  U.S. 
fishers,  and  incentives  provided  by 
the  U.S.  Government  in  the  form 
of  low  interest  loans  to  build, 
rebuild  and  modify  boats,  the 
domestic  fishing  industry  quickly 
became  overcapitalized.  There 
were  too  many  boats  catching  a 
limited  amount  of  fish. 


The  transition  from  purely  foreign 
fishing  to  "Americanization"  was 
facilitated  by  joint  venture  agree- 
ments, where  U.S.  fishing  vessels 


483 


partnered  with  foreign  processing 
vessels  within  the  EEZ.  The  joint 
venture  era  ended  with  the  rapid 
overdevelopment  of  the  U.S.  fac- 
tory ships.  These  ships  could 
catch  and  process  fish  simultane- 
ously, doing  away  with  the  need 
for  foreign  technological  assis- 
tance and  increasing  the  so-called 
"efficiency"  of  fishing. 

Transferring  fishing  ability  to  U.S. 
vessels  was  heralded  as  the 
cure  for  all  of  our  declining  fish 
stocks,  and  became  the  primary 
management  objective  of  the 
Magnuson  Act.  However,  while 
"Americanization"  has  been 
achieved,  little  has  changed  with 
respect  to  overfishing.  In  fact, 
U.S.  fishing  capacity  has  eclipsed 
the  foreign  fishing  capacity  of  the 
late  1960s.  In  the  North  Pacific, 
waters  that  were  once  dominated 
by  factory  vessels  from  Japan, 
China,  Taiwan,  Poland,  Russia  and 
South  Korea,  are  now  commanded 
by  factory  vessels  from  the  United 
States. 

Currently,  several  stocks  in  the 
waters  off  Alaska  are  in  danger  of 
being  overfished.  Pollock,  numer- 
ous rockfishes,  and  Pacific  cod 
exhibit  signs  of  declining  abun- 
dance. Yet,  fishing  efforts  contin- 
ue to  increase.  The  groundfish 
fisheries  off  Alaska  are  managed 
as  open  access  fisheries,  with  no 
restriction  on  the  number  of  boats 
that  can  participate.  This  has  led 
to  a  high  degree  of  overcapitaliza- 
tion, shrinking  fishing  seasons, 
difficulties  in  managing  fisheries 
within  established  quotas,  and 
increased  industry  pressure  for 
higher  quotas  of  commercially 
important  species. 

Advances  in  fishing  technology — 
a  symptom  of  large  fishing  corpo- 


rations' quest  for  greater  short- 
term  profits — have  also  played  a 
considerable  role  in  increasing 
capacity  and  efficiency.  Factory 
trawlers,  many  as  long  as  300  feet, 
pull  massive  funnel-shaped  nets 
through  the  sea,  scooping  up 
everything  in  their  paths.  These 
vessels  catch  and  process  fish 
while  at  sea  and  are  some  of  the 
largest  ships  in  the  North  Pacific. 

However,  technological  fixes  have 
also  enabled  smaller  vessels  to 
increase  their  capacity  to  meet,  or 
in  some  cases  exceed,  that  of  the 
factory  trawlers.  The  North 
Pacific  is  home  to  one  pollock 
trawler  delivering  to  a  shore-based 
plant  that  can  catch  up  to  600  tons 
(over  one  million  pounds)  of  fish 
in  a  single  tow.  Although  not  all 
small  trawlers  employ  such  mam- 
moth nets,  the  larger  factory 
trawlers  plying  the  waters  off 
Alaska  often  take  350,000  pounds 
offish  per  haul. 

OVERFISHING  THE 
ECOSYSTEM 

With  modem,  overly  efficient  ves- 
sels racing  to  catch  as  much  fish 
as  possible,  conservation  is  often 
compromised,  raising  the  threat  of 
overfishing.  Overfishing, 
although  a  broad  term,  can  be 
described  as  taking  more  fish  from 
a  stock  than  can  be  naturally 
replaced. 

The  detrimental  effects  of  annual- 
ly removing  billions  of  fish  from 
the  marine  ecosystem,  in  an  unsus- 
tainable manner,  on  predators 
(birds  and  marine  mammals),  on 
competitors  (other  species  of  fish 
and  invertebrates),  and  on  the  sys- 
tem itself  are  likely  to  be  signifi- 
cant. Overfishing  can  dramatical- 
ly alter  species  composition  in 


Americanization  of  the  U.S.  EEZ 

under  the  Magnuson  Act  has 

done  little  to  address  overfishing. 

In  fact,  U.S.  fishing  capacity 

has  eclipsed  foreign  fishing 

capacity  of  the  late  1°605 
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marine  ecosystems;  induce 
changes  in  marine  biodiversity; 
and  pose  grave  threats  to  popula- 
tions of  marine  mammals, 
seabirds,  and  other  important 
predators  in  the  marine  food  web. 
The  dilemma  at  this  juncture  is 
that  these  impacts  are  not  quantifi- 
able given  the  limited  research  and 
knowledge  currently  available. 
However,  important  changes  have 


already  occurred  in  the  species 
composition  of  the  groundfish 
communities  of  the  EBS,  AI  and 
GOA  during  the  1980s.  In  the 
EBS,  pollock  and  Greenland  tur- 
bot  have  declined  significantly 
since  1979  (40  percent  and  35  per- 
cent respectively),  whereas  flatfish 
and  skates  which  have  not  been 
targeted  commercially  have 
increased  dramatically  (450  per 


Throughout  its'  Alaskan  range,  the 
once  ubiquitous  Steller  sea  lion 
is  steadily  derlining.  Since  1960, 

the  sea  lions  have  decreased  from 

more  than  160,000  to  little  more 

than  20,000  today. 


cent  and  600  percent).  In  the  AI, 
pollock  is  relatively  much  less 
abundant,  while  the  abundance  of 
Pacific  Ocean  perch  and  Pacific 
cod  has  almost  doubled.  The 
GOA  groundfish  community  has 
also  undergone  major  changes  in 
recent  years.  From  1984  to  1990, 
pollock  has  halved,  thomyheads 
have  almost  disappeared,  and  the 
abundance  of  flatfish  species  has 
increased  by  20  percent. 

In  addition,  overfishing  appears  to 
have  ramifications  throughout  the 
ecosystem.  For  example,  the 
expansion  of  the  pollock  fishery  in 
past  decades  has  coincided  with 
significant  population  declines  in 
marine  mammals  such  as  Steller 
sea  lions.  Northern  fur  seals,  and 
harbor  seals.  For  all  of  these 
species,  pollock  makes  up  an 
important  portion  of  the  diet. 
Steller  sea  lions  have  suffered  the 


most  severe  downturn.  In  Alaska, 
the  sea  lion  population  has  de- 
clined by  over  80  percent  since  the 
mid-1950s,  and  was  recently 
(1990)  listed  as  "threatened"  under 
the  Endangered  Species  Act 
(ESA). 

Seabirds,  such  as  blacklegged  and 
redlegged  kittiwakes  and  common 
and  thick-billed  murres,  have  also 
shown  significant  declines  in 
abundance  during  the  past  20 
years.  Since  1976,  these  species 
of  birds  have  decreased  by  50  to 
90  percent  in  the  Bering  Sea. 
These  declines  are  also  apparently 
caused  by  the  unavailability  of 
food,  in  this  case,  young  pollock. 

An  over-arching  problem  with 
fisheries  is  the  single-species 
approach  to  management,  which 
views  each  fishery  individually 
and  discounts  the  relationships 
between  both  commercial  and 
non-commercial  species  and  the 
ecosystem.  This  approach  fails  to 
consider  food  web  interactions 
between  fish  populations,  thereby 
ignoring  the  impacts  of  removing 
fish  that  are  either  predators  of  or 
food  sources  for  other  species. 
Instead,  each  stock  of  fish  is  man- 
aged in  a  vacuum,  ignoring  the 


Common  murres  are  one  of  a 
number  of  seabirds  that  are  experi- 
encing severe  population  declines 
in  the  Northeast  Pacific.  Like  the 
Steller  sea  lion,  these  birds  rely 
heavily  on  pollock  for  food. 
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potential  longterm  effects  on  the 
entire  marine  system.  The  "bodm 
and  bust"  style  of  fisheries  exploi- 
tation, where  one  species  is  target- 
ted,  depleted  and  then  replaced  by 
another  target  species,  only  exacer- 
bates the  problem. 

In  the  North  Pacific,  there  is  con- 
tinued denial  of  the  importance 
of  pollock  and  other  forage  fish  in 
the  diets  of  various  seabirds,  ma- 
rine mammals  and  other  marine 
species.  Quotas  for  commercial 
fish  species  continue  to  increase, 
irrespective  of  the  potential  im- 
pacts on  the  food  web. 

BYCATCH  AND  DISCARDS: 
UNIMAGINABLE  WASTE 

Marine  creatures  including  mam- 
mals, seabirds  and  fish  (regardless 
of  commercial  value)  that  are  not 
part  of  the  "directed  catch"  (i.e., 
species  that  a  vessel  is  targeting  in 
a  particular  fishery)  are  often 
killed  and  discarded  in  the  course 
of  commercial  fishing  operations. 
Portions  of  the  directed  catch  are 
also  discarded  in  the  form  of  indi- 
vidual fish  deemed  too  small,  or  of 
the  wrong  age  or  sex  to  be  of  value 
to  the  fisher.  The  problems  of 
bycatch  and  discards  are  pervasive 
in  many  fisheries,  and  are  aggra- 
vated significantly  by 
indiscriminate  fishing  practices. 

In  Alaska  alone,  over  500  million 
pounds  of  fish  are  discarded  annu- 
ally, most  of  which  is  thrown  over- 
board dead.  Fish  brought 
to  the  surface  from  great  depths 
can  suffer  fatal  internal  injuries 
due  to  pressure  change,  and  others 
often  suffocate  on  deck  long 
before  the  day's  catch  is  sorted  and 
the  incidental  catch  returned  to  the 
sea.  Many  fish  are  also  fatally 
damaged  by  various  fishing  gear. 


Data  collected  by  government 
biologists  on  board  fishing  vessels 
in  1990  shows  that  discards  in  the 
EBS/AI  amounted  to  13.4  percent 
of  the  total  catch,  and  were  26  per- 
cent of  the  total  catch  in  the  GOA. 
These  discards  amount  to  a  sub- 
stantial fraction  of  the  total  bio- 
mass  of  fish  removed  from  the 
U.S.  EEZ  in  the  North  Pacific. 
Pollock,  flatfish,  skates,  sculpins, 
and  sharks  suffered  the  largest  dis- 
cards. Smaller  quantities  of  other 
species  or  groups  of  fish  were  also 
discarded.  The  impact  on  these 
populations  may  be  significant  if 
the  stocks  are  depleted  and/or  the 
species  have  slow  growth  rates. 

Overall,  discard  mortalities  have 
not  been  properly  accounted  for, 
and  tend  to  increase  annual  catch 
quotas  beyond  acceptable  biologi- 
cal limits.  In  addition,  severe  mor- 
talities of  non-target  species  as 
bycatch  have  serious  implications 
for  the  marine  environment.  Since 
little  is  known  about  marine  spe- 
cies that  are  not  commercially 
valuable,  the  impact  of  removing 
these  may  never  be  known.  Yet, 
these  species  may  include  indica- 
tor species  (rays,  sculpins),  food 
fish  (sandlance,  capelin),  and  other 
forage  fish  for  top  predators  and 
invertebrates,  all  of  which  are 
critical  to  the  healthy  functioning 
of  the  ecosystem. 

Recycling  of  discards  into  the 
marine  food  web  may  affect  eco- 
system relationships  in  more  indi- 
rect ways.  Artificial  additions  of 
dead  fish  may  cause  changes  in 
community  structure  and  diversity 
by  increasing  the  number  of  scav- 
enger and  decomposer  species. 
There  is  also  some  concern  that 
discarding  could  have  adverse 
effects  on  the  seabed,  including  the 
possibility  of  oxygen  depletion. 


In  addition  to  the  problems  of 
bycatch  and  discards,  indiscrimi- 
nate fishing  (e.g.,  bottom  trawling) 
has  other  detrimental  side  effects. 
Trawling  directly  and  indirectly 
damages  the  rich  benthic  (bottom- 
dwelling)  communities.  Direct 
effects  include  physical  destruction 
of  organisms  and  the  sea  floor  as 
gear  is  dragged  along  the  bottom. 
Indirect  effects  include  the  resus- 
pension  of  sediments,  toxic  chemi- 
cals and  nutrients  with  a  direct 
impact  on  overall  ecosystem  pro- 
ductivity. 


In  Alaska  alone,  over  500  nnillion 

pounds  of  fish  are  wasted  each 

year,  dumped  back  into  the 

ocean,  dead  or  dying. 
Worldwide,  bycatch  amounts 
to  an  estimated  12  to  20  billion 
pounds  of  sea  life  every  year 
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Bycatch  and  discards  aggravate  the 
problem  of  overfishing  and 

because  discards  are  largely  unac- 
counted, the  result  is  increasing 
annual  catch  quotas  beyond 
acceptable  biological  limits. 


THE  SOCIAL  CONSEQUENCES 
OF  OVERFISHING 

Overfishing  causes  severe  eco- 
nomic hardship  for  coastal  fishing 
conununities  as  small  fishers  are 
squeezed  out  of  business.  The  tra- 
ditional image  of  rugged  individu- 
als braving  storms  to  wrest  a  mea- 
ger living  from  the  sea  is  fast  fad- 
ing from  our  cultural  horizon  as 
corporate  fishing  interests  take 
over  fishing  grounds  and  seafood 
markets. 

Large-scale  operations  can  fish 
faster,  cheaper,  and  in  higher  vol- 
umes than  the  small-scale  fishers. 
In  profit  driven  fisheries,  success 
correlates  with  the  level  of  "effi- 
ciency" attained.  This  measure, 
however,  fails  to  consider  either 
the  importance  of  fishing  to  local 
families  and  communities,  or  the 
impacts  of  industrialized  fishing 
on  the  fishery  resource  itself. 

When  fish  stocks  collapse,  corpo- 
rate fishing  interests  and  their 
mobile  factory  vessels  simply 
move  on  to  other  fisheries.  With 
no  ties  to  local  communities,  these 
boats  have  been  known  to  overfish 
an  area,  and  then  move  on  to  more 
lucrative  fishing  grounds,  leaving 
residents  with  an  ecological 
disaster. 


By  the  same  token,  similar  conse- 
quences can  arise  when  there  are 
simply  too  many  boats  pursuing  a 
limited  amount  of  fish.  According 
to  a  1990  report  from  the  Mass- 
achusetts Offshore  Groundfish 
Task  Force,  landings  of  New 
England  groundfish  have  hit  all- 
time  lows,  and  some  species — 
haddock  and  redfish — are  yielding 
less  than  10  percent  of  their 
long-term  potential.  Most  New 
England  groundfish  stocks  are  cur- 
rently classified  as  overexploited. 
The  reduction  in  annual  landings 
of  groundfish  by  55,000  tons  has 
cost  $350  million  and  14,000  jobs. 

While  factors  contributing  to  the 
decline  of  U.S.  fisheries  are  mani- 
fold, one  glaring  problem  is  the 
present  structure  of  the  U.S.  fish- 
eries management  system. 


The  majority  of  pollock  caught  in 

Alaska  is  turned  into  surimi,  a  fish 

paste  that  is  used  to  make  imitation 

crab  legs  and  other  processed  fish 

products.  It  takes  roughly  667 

pounds  of  pollock  to  make 

100  pounds  of  surimi. 
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REGIONAL  MANAGEMENT 
UNDER  THE  MAGNUSON  ACT 

The  Magnuson  Act  sets  forth  the 
guidelines  for  the  fisheries  man- 
agement system.  The  Act  created 
eight  regional  fishery  management 
councils  around  the  country,  each 
representing  several  member 
states  with  interests  in  the  regional 
EEZ  fisheries.  Each  council  is 
composed  of  the  Regional  Direc- 
tor of  NMFS  for  the  area;  the  head 
of  the  primary  fisheries  manage- 
ment agency  for  each  member 
state;  and  a  maximum  of  19  other 
members  appointed  by  the  Sec- 
retary of  Commerce. 

Following  assessments  and  recom- 
mendations made  by  NMFS, 
designated  advisory  bodies,  and 
the  general  public,  regional  fishery 
management  councils  have  the 
authority  to  create  and  amend 
Fishery  Management  Plans 
(FMPs)  and  regulations.  The 
councils'  overarching  mandate  is 
to  ensure  the  greatest  benefit  to  the 
most  people  for  any  fisheries 
under  their  control.  The  Secretary 
of  Commerce  has  final  approval  of 
any  action  undertaken  by  the 
councils;  however,  it  is  rare  that  a 
council  decision  is  overturned. 

Fishery  councils  are  primarily 
composed  of  exactly  those  inter- 
ests who  benefit  directly  from 
increased  catches:  commercial 
fishers  and  other  industry  user 
groups.  Notably  absent  is  non- 
industry  representation.  There  are 
no  provisions  in  the  Magnuson 
Act  ensuring  direct  participation  in 
the  management  process  by  other 
interest  groups  such  as  environ- 
mentalists, consumers,  or  Native 
Americans. 


Lack  of  non-industry  representa- 
tion means  the  general  public  is, 
in  effect,  shut  out  of  the  fisheries 
management  process.  Even  advi- 
sory bodies  to  the  councils  are 
almost  entirely  comprised  of 
agency  scientists,  academics,  lob- 
byists for  the  fishing  industry, 
and  fishers.  Since  industry  domi- 
nates the  council  membership,  it 
substantially  influences  the  man- 
agement decision-making  process, 
yet  contends  that  open  council 
meetings  and  public  hearings  en- 
able sufficient  input  from  other 
groups.  The  fact,  however,  is  that 
the  councils  routinely  hear  only 
one  side  of  an  issue. 

Under  the  present  council  system, 
it  is  not  uncommon  for  voting 
members  to  have  a  direct  financial 
interest  in  the  very  fisheries  they 
are  overseeing.  In  this  way,  coun- 
cil members  are  permitted  to  vote 
on  FMPs  and  other  measures  that 
could  affect  how  much  money 
their  particular  company  or  indus- 
try sector  makes.  On  the  North 
Pacific  Fishery  Management 
Council  that  oversees  Alaska's 
groundfish  fisheries,  all  seven  of 
the  members  appointed  by  the 
Secretary  of  Commerce  are  repre- 
sentatives of  the  commercial 
fishing  industry.  An  editorial  in 
the  Seattle  Times  (March  3 1 , 
1992)  summed  up  the  problem. 
"The  regional  councils  that  man- 
age the  fisheries  are  monopolized 
by  fishermen,  riddled  with  multi- 
million-dollar conflicts  of  interest 
that  would  not  be  tolerated  in  the 
landward  oil  or  timber  industries." 


Greenpeace's  priorities 

for  strengthening  the 

Magnuson  Act  include: 

1. 

Eliminating  overfishing  and  re- 
building depleted  fish  populations; 


2. 

Requiring  the  fishing  industry  to 

pay  more  of  the  costs  of  fisheries 

management  through  mandatory 

and  equitable  fees  for  all  sectors  of 

the  fishing  industry; 

3. 

Minimizing  bycatch  and  waste 
through  direct  regulations  and  a 
series  of  incentives  and  disincen- 
tives to  promote  the  development 
and  use  of  selective  fishing  gear 
and  methods; 

4. 

Improving  current  monitoring  and 

enforcement  by  requiring  a 

greater  level  of  observer  coverage 

on  all  fishing  boats; 


5. 

Abolishing  conflicts  of  interest  on 
the  regional  fishery  management 
councils  and  diversifying  represen- 
tation to  include  conservation  and 
other  interests; 


6. 

Adopting  an  overall  precautionary 

and  ecosystem-based  approach  to 

fisheries  management  that  will 

make  conservation  its  primary 

objective. 


488 


A  precautionary  approach  to  fisheries  management  requires  that  the  health  of  ecosystems  and  species  be  granted 

the  benefit  of  the  doubt,  and  the  burden  of  proof  be  placed  with  the  industry  to  demonstrate  that  its  practices  are 

environmentally  sound,  before  being  allowed  to  proceed. 
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A  FUTURE  FOR  HSH 

Current  single  species  manage- 
ment techniques  are  inadequate 
to  address  the  complex  interac- 
tions which  constitute  an  ecosys- 
tem. Fisheries  regulations  that  fail 
to  consider  fully  the  harmful 
effects  of  bycatch  on  non-target 
species  are  one  such  example.  It 
is  no  surprise  that  an  unhealthy 
ecosystem  cannot  support  a 
healthy,  sustainable  fishery.  A 
reorganization  of  priorities  within 
the  fishery  management  system  is 
very  much  required.  It  is  easier 
and  more  ecologically  sound  to 
prevent  a  fisheries  crash  by  reduc- 
ing catches  and  mandating  gear 
restrictions  than  it  is  to  respond  to 
a  crisis  after  the  fact,  which  is  the 
current  way  of  working. 

Reactionary  management  mort- 
gages the  future  of  coastal  fishing 
communities  with  serious  eco- 
nomic consequences  for  all. 
Typically,  in  crises  involving  over- 
fished stocks,  fishing  regulations 
become  more  restrictive,  and  over- 
all economic  impacts  on  the  fish- 
ing industry  are  more  severe. 
Additionally,  fish  populations  that 
were  depleted  in  a  relatively  short 
period  of  time  may  take  several 
decades  or  more  to  recover.  In 
cases  where  a  moratorium  on  fish- 
ing is  adopted,  the  period  of  time 
needed  for  rebuilding  may  aggra- 
vate the  economic  hardship  on  the 
fishing  community.  It  has  been 
estimated  that  New  England 
groundfish  may  take  at  least  5  to 
20  years  to  rebuild,  and  may  never 
again  be  the  dominant  species 
group  in  the  regional  ecosystem. 

A  cornerstone  of  the  Greenpeace 
approach  to  fisheries  is  the  adop- 
tion of  precautionary  management 
criteria  and  objectives.  It  is  sim- 


ply common  sense  to  attempt  to 
determine  the  effects  of  what  you 
are  about  to  do  before  you  do  it,  to 
ensure  that  the  risk  of  damage  to 
sensitive  marine  ecosystems  is 
minimized. 

A  precautionary  approach  to  fish- 
eries means  that  the  health  of  eco- 
systems and  species  must  be 
granted  the  benefit  of  the  doubt, 
rather  than  placing  the  burden  on 
the  environment  to  show  signs  of 
crises  before  corrective  action  is 
taken.  The  burden  of  proof  must 
lie  with  the  commercial  fishing 
industry  to  first  demonstrate  that 
fisheries  exploitation  schemes  are 
environmentally  sound  before 
being  allowed  to  proceed. 

Greenpeace  recommends  a  pre- 
cautionary, risk-averse  approach 
to  fisheries  management  as  a  first 
step  in  eliminating 
overfishing  and  rebuilding  deplet- 
ed populations.  A  precautionary 
approach  will  shift  the  burden  of 
proof  to  the  commercial  fishing 
industry  to  demonstrate  that  fish- 
ing practices  will  not  result  in  ir- 
reversible harm  to  the  marine 
environment. 

Greenpeace  further  advocates  that 
the  control  of  fisheries  be  in  the 
hands  of  a  broader  range  of  affect- 
ed groups  and  organizations. 
Public  participation  and  involve- 
ment in  decision-making  should 
be  increased,  and  the  views  of 
such  groups  as  indigenous  fishers, 
environmental  groups  and  people 
living  in  affected  coastal  commu- 
nities should  be  taken  into 
account.  Likewise,  there  should 
be  formal  public  access  to  infor- 
mation gained  from  continuous 
monitoring,  observation  and  re- 
porting on  the  impacts  of  fishing 
gear  types  and  levels  of  fishing 


effort  and  catch  on  the  entire 
ecosystem. 

The  development  of  our  national 
marine  fisheries  was  fostered 
under  the  Magnuson  Act  to  stem 
further  overfishing  by  foreign 
fleets,  and  to  accrue  both  econom- 
ic and  social  benefits  to  the  United 
States.  Unfortunately,  these  laud- 
able aims  have  been  undermined 
by  competing  interests,  embodied 
both  in  the  Act  and  NMFS,  of 
resource  conservation  and  re- 
source exploitation.  The  results 
are  a  law  and  an  agency  that  are 
inherently  contradictive,  which 
falter  in  the  face  of  scientific 
uncertainty,  and  which  promote 
reactive  rather  than  proactive  man- 
agement. 
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ITQs  :  A  Critical  Appraisal 

by  Leith  Duncan  * 


!  Abstract 

New  Zealand  is  not  the  only  coiintry  to  utilise  an  Individual  Transferable  Quota  (ITQ)  system 
for  fisheries  nianagement,  but  has  a  more  comprehensive  prognuiune  than  other  nations  and  is 
therefore  regarded  by  commentators  as  the  leading  exponent  As  other  coiuitries  consider  privatising 
their  fisheries,  the  New  Zealand  experience  provides  a  salutory  example  for  assessing  the  effectiveness 
of  FTQs  for  fisheries  management  This  paper  provides  an  appraisal  of  the  workings  of  the  New 
Zealand  ITQ  s}rstem  in  theory  and  in  practice  First  it  outlines  the  history  of,  and  current  situation 
of  the  system  implemented  in  New  Zealand.  Then  against  this  backdrop,  it  summarises  the  theoretical 
pros  and  cons  of  ITQ  systems  and  considers  these  against  the  Greenpeace  criteria  for  fisheries 
management  The  actual  outcomes  of  implementation  of  the  ITQ  system  in  New  Zealand  are  then 
discussed.  It  is  concluded  that  assessed  with  reference  to  Greenpeace  criteria  of  ecosystem  viability, 
species  conservation  and  social  justice,  the  ITQ  system  is  flawed  both  in  theory  and  in  practice. 

Fisheries  management  deals  with  cor^servation  and  catch  allocation.  The  latter  in  particular 
involves  issues  of  social  justice.  Allocation  from  local  independent  fishers  to  large-scale  and  corporate 
enterprises  has  been  one  dear  result  of  ITQ  management  systems,  a  process  thinly  disguised  as 
"profesionalisation",  ratioruJisation  and  economic  efficiency.  The  New  Zealand  ITQ  system  has  been 
extremely  successful  for  this  purpose.  Greenpeace  criteria  for  fisheries  management  stress,  by  contrast, 
the  primacy  of  conservation  of  the  marine  ecosyston  with  a  proactive  and  precautionary  approach. 
Management  should  engender  cooperation  rather  than  competition  aniqng  fishers  and  between  all  the 
interest  groups  and  be  trai\sparent,  publically  accountable  and  contestable.  New  Zealand's  present 
ITQ  system  does  rust  put  conservation  as  the  top  priority.  Since  envirorunental  impact  assessments 
(EIAs)  are  not  a  prominerU  feature,  it  is  not  proactive  nor  precautionary.  While,  in  desperation  there 
are  some  signs  of  some  cooperation  amongst  fishers,  competition  is  still  rife.  The  management  system 
is  participatory  at  or\ly  one  level  which  makes  it  translucent  at  best  and  therefore  far  from  accountable. 
Contestability  is  negated  by  the  experxse  of  taking  effective  action  to  prevent  abuses. 
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0.    Executive  Summary 


OJ.         The  Quota  Management  System. 

The  TTQ  system  in  New  Zealand  xdos  introduced  ostensibly  to  conserve  the  stocks,  improve  economic 
efficiency,  and  reduce  government  regtdation.  ITQs  are  stated  as  "a  ri^t  to  harvest  a  sftecified  tonnage  of  the 
Total  Allowabk  Catch  (T AC)  from  a  stock  in  a  given  Quota  Management  Area  (QMA)'  (Annala  et  al,  1989). 
They  are,  however,  imdely  regarded  as  a  property  right  to  the  fish.  Issued  in  perpetuity,  ITQs  are  freely 
transferable  between  New  Zealand  residents  or  companies  trith  less  than  20%  foreign  oumership.  Aggregation 
limits  restrict  the  quota  holder  from  having  more  than  20%  of  the  TAC  for  any  species  in  a  given  Quota 
Management  Area  (QMA)  for  inshore  species,  or  35%  for  deepwater  species.  Quota  holders  must  pay  resource 
rentab  to  the  government,  and  these  are  paid  on  quota  held,  not  on  catches  (ibid). 

02.        Scope  of  the  QMS. 

At  present  (mid-1993),  32  species  in  some  169  management  units  are  managed  under  the  quota  system. 
The  supposed  settlement  of^  Maori  fisheries  claims  under  the  Treaty  ofWaitangi  (Fisheries  Claims)  Settlement 
Act  1992,  means  that  more  spedes  can  now  be  brought  into  the  quota  management  system  (QMS).  Of  the 
further  117  species  that  are  presently  managed  as  non-quota  species  under  a  permit  system,  there  are  30  that 
industry  currently  want  managed  by  TTQs  (FIB  1993). 

03         Pressures  on  Quota  Species. 

The  contest  between  catch  levels  and  conservation  is  very  statk.  Afler'seven  years  of  TTQ  management 
in  the  inshore  fishery  and  three  more  in  the  deep  water,  six  of  New  Zealand's  seven  major  export  spedes  are  in 
difficulty.  Of  those  managed  within  the  QMS,  orange  rougky  is  verging  on  collapse;  it  is  only  the  location  of 
new  orange  roughy  fisheries  and  targetting  on  dwindling  spawning  aggregations  that  maintains  catch  rates. 
At  the  time  this  paper  nws  being  drifted,  scientists  had  given  notice  that  the  'fishing  dawn  phase"  for  hold  has 
ended  and  the  Total  Allowable  Commercial  Catch  (TACOfor  this  species  may  have  to  be  reduced;  however  at 
the  Ministry  of  Agriculture  and  Fisheries  (MAF)  1993  Stock  Assessment  Plenary,  evidence  tons  presented  of 
the  recrtdtment  of  strong  1987  and  '88  year  classes,  making  some  more  optimistic.  The  biomass  levels  for  the 
two  major  snapper  fisheries  (SNAl,  SNA8)  are  estimated  at  half  what  is  required  to  produce  Maximium 
Sustainable  Yield  (MSY),  the  level  of  yield  stipulated  in  leglislation;  yd  ironically,  snapper  teas  one  of  the  main 
spedes  that  the  restructuring  with  nTQs  was  intended  to  save.  Rock  lobster  fisheries  have  been  hit  so  severely 
by  overfishing  and  poaching  that  quota  holders  are  desperately  seeking  other  vxtys  of  preventing  further  depletion 
of  thdr  fisheries.  Squid  is  notoriously  variable  and  may  rww  be  fadng  heavy  predation  by  the  increasing 
population  of  Chilean  Madkerd  (Ttachurus  Murphii).  Of  the  non-QMS  spedes,  greenlipped  mussel  has  recently 
been  hit  by  a  toxic  algal  bloom,  and  may  additionally  be  susceptible  to  land-based  sources  of  pollution. 

0.4         Conflicting  Objectives  in  Fisheries  Management. 

Industry  and  the  government  are  confident  of  doubling  export  earnings  from  fisheries  by  the  year 
2000.  *  Although  a  considerable  amount  of  'value-added'  processing  is  possible,  it  is  hard  to  see  how  this  goal 


*  Bob  Stannard,  Chainnan  of  the  NZ  Fishing  Industry  Board  in  an  address  to  the     Federation  of 

Conunerdal  Fishermen  Conference,  Nelson  1991,  as  reported  in  Ae  New  Zealand  Herald,  24  April  1993.  The  goal 
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could  be  achieved  except  by  further  fishing  dawn  of  at  least  sbme  major  species.  Increasing  pressure  on  the  fish 
slocks  is,  moreover,  likely  to  be  accompanied  by  ivorsening  conflicts  and  inequities  over  access  to  commercial 
catch.  Such  conflict  has  already  been  evident  over  the  government's  proposal  -  subsequently  withdravm 
following  strong  industry  protest  -  to  tender  (auction)  quota  for  new  species  being  brought  into  the  QMS.  The 
tendering  proposal  was  developed  by  officials  as  an  alternative  method  of  revenue-raising  to  resource  rentals, 
as  the  setting  and  collecting  of  the  latter  is  administratively  complex.  There  is  strong  pressure  on  the 
government  to  abolish  rentals  and  take  a  'one-off"  rather  than  annual  payment  for  privatising  the  fisheries. 
However,  under  a  tendering  system  small-scale  independent  fishers,  who  have  often  worked  hard  for  catch  history 
could  lose  out  to  the  larger  companies  which  can  raise  the  necessary  finance  to  obtain  the  'catch  rights'.  This 
would  aggravate  the  injury  to  small/semi-commerdal  fishermen  occasioned  by  the  original  introduction  of  the 
TTQ  regime  in  the  mid  19S0's. 

The  proponents  for  FTQs  stress  economic  efficiency  most  frequently,  arguing  that  tradeable  property 
rights  facilitate  the  distribution  of  quota  to  the  most  efficient  operators  -  thereby  rationalising  the  industry  and 
preventing  overcapitalisation.  Greenpeace  criteria  insist,  by  contrast,  that  conservation  be  given  top  priority. 
In  this  respect  the  most  damning  argument  against  the  quota  system  is  that,  through  privatising  the  resource, 
even  for  a  limited  number  of  species,  the  way  is  opened  to  capitalise  all  of  the  marine  ecosystem  such  that  its 
value  becomes  assessed  primarily  in  terms  of  the  market.  This,  it  is  felt,  is  inherently  antagonistic  to  long-term 
species  and  ecosystem  conservation  interests. 

0£        Incentive  Structure  of  the  system. 

At  an  operational  level,  the  principal  feature  cf  the  ITQ  system  intended  to  prevent  overfishing,  is  the 
setting  of  a  total  allowable  catch,  the  TAC,  establishing  the  limit  offish  that  can  be  taken.  It  is  also  argued  that, 
because  quota  is  private  property,  the  owner  has  an  incentive  to  preserve  the  stocks  in  healthy  and  plentiful 
state.  However,  this  latter  proposition  is  questionable.  The  basic  point  is  that,  large  or  small,  the  operators  are 
"driven"  by  a  profit  goal;  they  do  not  identify  ivith  the  conservation  goal  which  is  imposed  as  a  constraint 
against  which  ("rationally")  they  push  as  hard  as  they  can.  Moreover,  most  of  them  operate  on  a  relatively  short 
time-horizon  as  far  as  individual  species  are  concerned,  with  the  view  of  extracting  as  much  "value"  from  the 
"ore"  before  it  runs  out  or  becomes  unavailable.  So  private  ownership,  far  from  fostering  an  attitude  of 
husbanding  renewable  but  finite  resources,  tends  to  stimulate  the  opposite  behaviour.  Much  of  the  industry 
appears  to  be  in  a  feeding  frenzy,  largely  interested  in  maximising  short-term  profits.  With  Quota  Brokers 
adding  an  additional  profit  "layer"  and  non-fishing  owners  of  quota  leasing  it  at  exhorbitant  rates  to  fishers  the 
conservation  incentive  is  lost.  Thus,  ownership  cf  quota  doesn't  in  practice  provide  the  claimed  incentive  to 
conserve.  Most  of  the  quota  has  been  aggregated  to  the  bigger  companies  more  driven  by  this  year's  balance 
sheet,  return  on  investment  and  pressure  from  shareholders  than  by  concern  for  the  longer  term  state  of  the 
marine  ecosystem.  Small  scale  fishers  still  race  fir  fish  and  claim  to  be  more  competitive  now  than  before  the 
ITQ  system  was  introduced. 

0.6         The  Setting  ofTACs. 

'v. 

77k  setting  and  enforcement  of  ecologically  conservative  TACs  is  the  crux  for  both  conservation  and 
economically  efficient  fishing.  In  practice  the  politics  of  the  TAC-setting  process  and  the  ethos  of  extractive  users 


of  doubling  the  export  value  of  the  fisheries  has  been  reiterated  several  times  recently;  for  example  25  January 
1993  (FIB  1993). 
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are  critiatL  It  has  been  argued  by  one  commentator  (Gilbert,  1991)  that  the  prevailing  ethos  in  the  industry 
is  more  concerned  with  maximising  catch  than  urith  the  optimal  harvesting  of  a  renewable  but  finite  resource, 
the  urge  to  utilise  ever  more  powerful  fishing  gear,  a  belief  that  there  are  always  new  fisheries  and  fishing 
grounds  to  be  discovered  and  an  expectation  that  the  government  will  help  out  if  things  get  bad. 

The  TAG  setting  process  begins  withMAFsdent^  working  groups  which  may  vtdude  representatives 
cf  Maori  (as  the  government's  Treaty  partner)  and  Oie  other  interests,  commerdal,  recreational  and  conservation. 
The  worldng  groups,  assess  the  state  of  the  ^oAs  and,  where  there  is  disagreement  or  changes  to  the  TAG 
required,  make  recommendations  to  the  Plenary.  Greenpeace  contends  that  the  single  species  science  used  is  not 
precautionary  in  that  it  takes  insufficient  account  of  the  needs  of  the  marine  ecosystem.  Following  Plenary  the 
process  divides  into  MAP  consultation  with  the  industry  at  the  TAGG  Council  (exclusive),  and  with  the  other 
interests  at  the  non-Commercial  Users  Group  to  which  industry  is  invited.  Confirmed  minutes  are  exchanged 
between  the  groups.  There  is  a  final  round  cf  submissions,  recomendations  and  consultation  with  the  Minister 
of  Fisheries  b^e  he  sets  the  TACs  and  TACCs.  These  final  dedsions  in  the  TAG  setting  process  seem  to  be 
more  susceptible  to  political  lobbying  from  a  powerful  industry  and  Treasury  than  to  the  advice  of  the  best 
science  available  or  the  concerns  of  conservationists.  This  has  resulted  in  some  TACs  being  set  several  times 
higher  than  MAP  scientists  recommended  (e.g.  Chatham  Rise  orange  rougky  in  1989  and  1990;  see  Cameron 
and  Hu^,  1990).  Then  there  are  legal  mechanisms,  paying  a  surrender  value  for  overcau^fish  {deeming), 
trading  quota  for  a  related  spedes  (by-catch  trade  off),  catching  or  fishing  against  another's  quota  (CAAQs  and 
FAAQs),  whidi  allow  quota  to  be  exceeded.  Further,  Ulegal  methods  such  as,  discarding,  hi^  grading,  overruns, 
poaching  and  the  blackmarket  compound  the  problem.  For  all  these  reasons  a  TAG  based  on  the  best  science 
available  may  not  be  implemented. 

0.7         Sodal  and  Economic  Aspects. 

There  is  a  clear  trend  towards  increasing  industry  aggregation.  Currently  three  companies  control  more 
than  50%  of  the  quota  and  there  is  a  real  fear  in  some  quarters  of  growing  fordgn  control  if  not  actual 
ownership.  ITQs  are  a  transferable  property  right  linked  in  various  ways  to  the  global  market.  The  spedes 
under  most  severe  depletion  pressures  are  all  fished  for  lucrative  markets  overseas.  In  this  context,  mechanisms 
such  as  ]oint  Ventures  (JVs)  andfinandng  arrangements  for  new  vessels  increase  the  potential  for  overseas 
interests,  especially  transnational  corporations  (TNCs),  to  gain  greater  control  of  KZ  fisheries.  While  small  scale 
fishers  -  especially  those  with  a  strong  link  to  particular  localities,  and  those  fishing  for  dired  supply  to  local 
markets  -  may  recognise  their  dependence  on  the  long  term  health  of  the  stocks,  most  cf  the  quota  has  been 
t^gg^egated  to  larger  scale  companies.  Except  in  the  paua  and  rock  lobster  fisheries,  there  are  now  relatively  few 
small-scale  (owner  operators)  with  sufficient  quota  to  be  economically  independent. 

0J8         Compliance. 

Recently  the  extreme  extent  of  rum-compliance  and  systematic  evasion  of  fisheries  management 
regulations  has  come  to  public  attention.  Transgression  is  widespread  by  both  large  and  small  operators.  Given 
the  difficult  rules  of  evidence,  the  (fences  that  come  to  public  or  even  MAP  attention,  are  almost  certainly  only 
the  tip  of  the  iceberg.  Documented  breaches  include  JV  super  trawlers  poaching  for  hoki  inside  the  25  NauHcal 
Mile  (nm)  line;  a  level  of  rock  lobster  poaching  more  than  half  the  TAGG  in  some  areas  and  over  one  third  the 
total  New  Zealand  TAGG;  false  accounting  and  quota  busting  in  systematic  fraud  -  with  some  companies 
making  thousands  if  not  millions  of  dollars  in  various  scams;  the  allegation  that  in  some  areas  80%  of  the  fish 
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on  the  domestic  market  is  from  the  black  market.  * 

OS         Conclusion. 

Clearly  the  TTQ  system,  as  it  presently  operates,  does  not  meet  the  Greenpeace  criteria  of  a  conseroative, 
precautionary,  approadi  to  fisheries  mmagement  that  engenders  cooperation,  is  transparent,  accountable,  or 
contestable.  While  it  may  be  no  worse  than  many  other  systems,  there  is,  as  yet,  little  evidence  thcd  it  is  aity 
better  in  conservation  terms.  It  has  to  be  concluded  that  at  best  the  FTQ  system  is  a  thoroughly  ambivalent 
instrument  for  conservation.  Conceptually  it  is  premised  on  the  assumption  of  'self-interest'  (profit  seeking) 
behaviour  by  fishing  operators;  and  in  practice  it  locks  the  surviving  operators  into  a  highly  aggressive 
competition  where  legal  barriers  have  been  disregarded  xoith  apparent  impuTiity.  Moreover,  the  'privatisation  ' 
of  catching  rights  is  part  of  a  larger  "opening  up'  of  national  resources  to  transnational  interests  —  that  is,  part 
of  the  capitalisation  of  nature  and  society  in  the  interests  cf  global  capital  and  the  trattsnational  corporates.  In 
New  Zealand,  the  FTQ  system  has  enable  commercial  corporate  enterprise  to  increase  dramatically  thdr  control 
aver  both  the  fisheries  and  the  level  ofbiomass  extraction,  vnth  little  darity  about  the  cumulative  consequences 
for  the  long  term  viability  of  the  marine  ecosystem.  The  fact  that  some  cf  these  corporates  are,  as  of  recent  date, 
part-owned  by  Maori  sharehoUers,  does  not  necessarily  mitigtUe  the  risk  to  conservation  interests  posed  by 
commercial  pressures  on  the  stock  'owners'. 


1.    INTRODUCTION 


The  creation  of  private,  tradeable  property  rights  has  widely  been  regarded  as  a  panacea  for 
the  problems  of  overfishing  and  overcapitalisation  in  open  access  fisheries.  The  New  Zealand 
experience  with  Individual  Transferable  Quotas  (ITQs),  a  form  of  property  rights,  suggests  otherwise. 

Immediately  following  the  declaration  of  the  200  ruiutical  mile  Exclusive  Economic  Zone  (EEZ) 
in  1983,  a  quota  system  was  introduced  as  a  way  of  meeting  New  Zealand's  'new'  responsibility  for 
marugement  of  the  deepwater  fisheries  within  this  zone.  Then,  from  that  limited  experience,  an  FTQ 
system  was  implemented  three  years  later  (in  1985/86)  for  the  inshore  fisheries,  to  reduce  effort  and 


*  On  hoki,  see  Chris  Linton,  Senior  Fisheries  Investigation  officer,  quoted  in  NZ  Herald,  2  September  1992. 

On  rock  lobster,  see  iwws  items  in  the  AfZ  Herald  6  October  1991;  Sunday  Star,  6  October  1991;  Dominion  Sunday 
Times,  4  August  1991.  The  probable  scale  of  fraud  is  as  estimated  by  Bruce  Shallard,  MAP  Director  of  Operations, 
quoted  in  Dominion  Sunday  Times,  4  August  1991.  On  the  extent  of  the  black  market,  see  the  Hon.  Doug  Kidd, 
The  Minister  of  Fisheries,  Media  Statement,  17  February  1992;  and  also,  Bany  Nalder,  MAP  Tauranga  District 
Compliance  Manager,  quoted  in  connection  widi  Operation  Buster,  NZ  Herald  18  F^ruaiy  1992. 
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prevent  further  overfishing.  These  systems  for  the  deepwater  and  inshore  fisheries  were  quickly 
amalgamated. 

New  Zealand  is  not  the  oitly  country  to  utilise  such  a  Quota  maruigement  System  (QMS),  but 
has  done  so  more  comprehensively  than  most  other  tuitions  aiul  is  therefore  regarded  by  many 
commentators  as  the  leading  exponent  As  other  countries  are  now  considering  privatising  their 
fisheries  in  this  way  the  New  Zealand  experience  provides  a  salutory  example  for  assessing  the 
effectiveness  of  ITQs  for  fisheries  management  This  paper  provides  an  appraisal  of  the  workings  of 
the  New  Zealand  ITQ  sjrstem  in  theory  and  in  practice.  Section  2  outlines  some  elements  of  the 
history  of,  and  current  situation  of,  the  systan  that  has  been  implemented  in  New  Zealand.  Then 
against  this  backdrop.  Section  3  sxmunarises  the  theoretical  pros  and  cons  of  ITQ  systems  and 
considers  these  against  the  Greenpeace  criteria  for  fisheries  management  Section  4  looks  at  the  actual 
outcomes  of  implementation  of  the  ITQ  system  in  New  Zealand.  Section  5  concludes  that,  when 
assessed  witfx  reference  to  Greenpeace  criteria  for  fisheries  management  —  to  sustain  fish  stocks,  and 
to  ensure  ecosjrstem  viability,  species  conservation,  and  social  justice  —  the  ITQ  system  is  flawed  both 
in  theory  and  in  practice. 

The  New  Zealand  Fisheries  Act  is  currently  being  reviewed,  and  consequently  there  is 
cotuiderable  debate  over  various  issues  of  ITQ  management  The  whole  situation  is  in  a  state  of  flux 
with  uncertain  outcome.  While  this  paper  is  concerned  most  vdth  reviewing  the  history  and 
development  of  the  system  to  date,  obviously  the  issues  discussed  have  a  bearing  on  possible  future 
directions  for  the  system  and  its  reform. '  Fisheries  management  deals  with  conservation  and  catch 
allocation,  issues  that  are  inextricably  linked  to  —  and  finally  become  -  matters  of  social  justice.  Who 
gets  the  fish  depends  on  how  much,  if  any  is  conserved  over  the  time  period  in  question.  Those  who 
suffer  injustice  may  poach  and  pirate,  plundering  the  stocks  and  hindering  conservation.  The 
conservation  problem  may  be  coirqjounded  as  commercial  incentives  can  be  such  that  those  with 
legitimate  access  may  also  overfish.  Tower,  conservation  and  poverty  don't  mix"  (Bonilla,  1992). 
Reallocation  of  catch  entitlements  away  from  local,  independent  fishers  to  large-scale  and  corporate 
enterprises  is  a  direct  consequence  of  the  ITQ  management  system,  a  process  thinly  disguised  as  the 
"profesionalisation",  rationalisation,  and  improvement  of  economic  efficiency  in  the  industry.  The 
sodal  conflicts  resulting  from  these  shifts  in  economic  opporturuty,  comjjoxmded  by  the  questions  of 
Treaty  of  Waitangi  guarantees  and  non-commercial  catch,  are  likely  to  remain  key  points  of  contention 
in  the  future  operation  of  the  QMS. 


*  The  Greenpeace  Wave  Making  Fisheries  Tour,  during  October/November  1992,  was  undertaken  to  raise 

pubUc  awareness  of  the  New  Zealand  Fisheries  Act  Review.  It  involved  20  public  meetings,  all  but  two  in  the 
main  and  regional  fishing  ports  around  New  Zealand.  Qjmmerdal  fishers  attended  most  of  the  meetings,  asked 
questions  and  expressed  their  concerns,  and  many  others  were  interviewed  by  the  writer  during  the  tour,  as 
opportunity,  drcumstances  and  a  tight  schedule  would  allow. 
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2.     DESCRIPTION  OF  NEW  ZEALAND'S  ITQ  SYSTEM 
21         The  Quota  Concept. 

ITQs  are  stated  officially  as  "a  right  to  harvest  a  specified  tonnage  of  the  TAC  from  a  stock 
in  a  given  Quota  Management  Area"  (Annala  et  aL  1989;  see  also  Clark  and  Duncan  1986).  They  are 
widely  regarded  by  users  as  constituting  a  property  rigjit  to  the  fish  they  represent  This  is 
understandable  as,  in  legal  terms,  ITQs  are  issued  in  perpetuity  and  are  freely  tnmsferable  between 
New  Zealand  residents  or  companies  with  less  than  20%  foreign  ownership.  Quota  holders  must  pay 
resource  rentals  to  the  government,  and  these  are  paid  on  quota  held,  not  on  actual  catches.  There 
are  aggregation  limits  that  restrict  the  quota  holder  from  having  more  than  20%  of  the  TAC  for  any 
spedes  in  a  given  Quota  Management  Area  (QMA)  for  inshore  species,  or  35%  for  deepwater  species, 
with  the  exception  of  a  few  spedes  that  were  "grandfathered"  at  the  initial  allocation  of  ITQs.  So  the 
ITQs  can  be  traded  as  a  "capital"  in  much  the  same  way  as  many  other  company  assets. 

.At  present  32  spedes  across  some  169  maruigement  units*  are  in  the  system.  The  legal 
setdement  of  the  Maori  fisheries  claims  imder  the  Treaty  of  Waitangi  -  the  Sealord  Deal  -  mear\s  that 
it  is  now  politically  feasible  for  the  additional  117  spedes  that  are  presently  managed  as  non-quota 
spedes  vmder  a  permit  system,  to  be  brought  into  the  QMS.  *  Of  these,  the  fishing  irulustry  wants 
30  brought  imder  quota  control  in  the  immediate  future  (nB,1993). 

Setting  resource  rentals  is  administratively  complex,  and  there  has  been  strong  pressure  from 
the  fishing  industry  for  the  government  to  abolish  rentals.  In  1992  the  proposal  was  made  by  MAF 
officials  that,  instead  of  rentals,  a  return  for  what  amounts  to  the  privatising  of  a  public  resource  could 
be  obtained  through  a  oneoff  tendering  (auctioning)  of  the  quota  rights  for  these  fisheries.  This 
proposal  provoked  a  storm  of  protests.  Amongst  other  things,  it  was  feared  by  small-scale 
independent  fishers,  who  have  in  many  cases  worked  hard  for  catch  history,  that  they  would  lose  out 
to  the  larger  comparues  which  can  raise  the  necessary  finance  to  tender  up-firont  for  quota.  At  the 
time  this  paper  was  written,  the  Miruster  of  Fisheries  has  (following  strong  representations  from  the 
industry)  backed  away  from  the  tendering  plan,  and  stated  that  catch  histories  will  be  used  in 


*  The  New  Zealand  EEZ  is  divided  into  10  QMAs.  Quota  for  each  spedes  are  managed  within  these  areas, 

or  combinations  of  them.  Where  it  is  known  that  stocks  of  the  same  species  can  be  separated,  this  is  taken  into 
account  There  are,  however,  some  glaring  anomalies  —  the  Oreos,  for  example,  where  three  separate  spedes  are 
treated  as  one. 

•*  Comprehensive  treatment  of  the  Maori  role  in  New  Zealand  fisheries,  particularly  in  relation  to  the  ITQ 

system,  is  beyond  the  scope  of  this  paper.  See  Walker  (1992)  for  a  brief  history.  Briefly,  many  Maori  fishers  were 
among  the  part-time  and  small-scale  fishers  exduded  at  the  introduction  of  the  ITQ  system.  Maoris  believed  that 
the  exdusive  property  rights  aspect  of  the  ITQ  system  was  contrary  to  their  fishery  rights  under  Artide  2  of  the 
Treaty  of  Waitangi  The  Muriwhenua,  Ngai  Tahu  and  other  daims  were  taken  to  the  Waitangi  Tribunal  on  this 
basis,  and  other  court  actions  were  also  taken  durii\g  the  latter  1980s.  This  resulted  in  a  successful  High  Court 
injunction  on  the  progressive  expansion  to  bring  more  sp>edes  under  the  Quota  Management  System  (QMS). 
Although  subsequent  agreement  did  allow  the  indusion  of  four  more  spedes  (squid,  jack  mackerd,  rock  lobster 
and  southern  scallops),  it  generally  prevented  others  t>eing  brought  in. 
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allocating  new  spedes'  quota.  The  final  solution  is  still  under  discussion,  and  the  place  of  resource 
rentals  remains  under  debate. 

22  Recent  Trends  in  the  New  Zealand  Fishery. 

During  the  1960s  and  1970s,  New  Zealand  commercial  fishing  expanded  dramatically,  with 
the  development  of  export  markets  especially  to  Austalia,  Japan,  and  the  USA.  This  period  was 
marked  by  the  declaration  in  1978  of  the  200iun  Exclusive  Economic  Zone  (EEZ),  the  introduction  of 
sophisticated  vessels  aiul  new  fishing  technology,  and  the  beginrungs  of  systematic  exploitation  of  the 
deepwater  fisheries  (see  dark.  Major  &  Mollet  1988;  Cullen  &  Memon  1990).  Prior  to  tius  the 
industry  was  mainly  suppl3ring  the  domestic  market  with  prime  iitshore  species  such  as  snapper 
(Chrysophrys  auratus),  groper  (Polyprion  oxygcneios),  tarakihi  (Nemadactylus  macroptenis),  trevalli 
(Psydocaranx  dentex),  gurnard  (Chelidonichthys  kumu)  and  rock  lobster  Qasus  edwardsii). 

Before  the  international  ratification  of  the  EEZ  concept  in  the  late  seventies,  the  deepwater 
species  —  particularly  orange  rou^y  (Hoplostedius  atlanticus),  hold  (Macruroniis  novaezeiandiae), 
turui  (Thtmnus  maccoyii,  T.  albacares)  and  squid  (Nototodarus  gouldi,  N.  sloaiui)  but  also  the  oreo 
dories  (Allocyttus  rdger,  Pseudocyttus  maculatus,  Neocyttus  rhomboidalis)  and  southern  blue  whiting 
((Micromesistius  australis)  —  were  fished  mainly  by  foreign  nations,  principally  the  USSR,  Japaiv 
Korea,  and  Taiwan.  Fistung  methods  were  nudnly  trawlers  but  also  longliners  and  squid  jiggers,  and 
later  the  USA  super-seining  for  tuna.  With  the  declaration  of  the  EEZ,  the  government  initially 
entered  bilateral  agreements  (Foreign  Ventures:  FVs)  with  these  foreign  nations.  The  large  New 
Zealand  compaiues,  however,  lured  by  visions  of  a  lucrative  virgin  resource,  became  interested  in 
these  species.  The  formation  of  Joint  Ventures  (JVs)  was  encouraged  by  the  government,  and  this  in 
^ue  course  led  to  the  phasing  out  of  all  the  FVs  with  the  exception  of  a  comparatively  small  amount 
of  long-lining  for  tuna  artd  billfish.  ~ 

The  QMS  system  was  introduced  in  1983  for  deepwater,  and  in  1986  for  irishore  spedes.  Prior 
to  this,  the  domestic  inshore  fisheries  operated  from  all  the  ports  around  the  coast,  with  Aucklaiul  the 
largest  As  quota  was  aggregated  to  the  larger  companies  under  the  ITQ  system,  operations  have 
tended  to  become  consolidated  in  the  largest  ports,  reducing  the  fleets  in  the  smaller.  Following  the 
development  of  the  deepwater  fisheries  Nelson  has  become  the  largest  fishing  port  in  the  country. 

In  1962  commercial  wetfish  and  rock  lobster  landings  were  estimated  at  27,733  tonnes  and 
4,501  tonnes,  valued  at  $NZ  3.5  and  $NZ  2.2  million  respectively  (Watkinson  and  Smith  1972).  By 
1992  the  volimie  of  New  Zealand's  seafood  production  from  within  the.  EEZ  had  risen  to  nearly 
595,000  tonnes  worth  about  $NZ  1.1  billion  (FIB,  1992). 

23  Origins  of  tiie  UQ  System. 

Ian  Oark  arxd  Phillip  Major  who  were  seruor  officers  in  MAF  Policy  when  the  inshore  ITQ 
system  was  introduced  in  1986,  are  widely  identified  as  prindpal  architects  of  New  Zealand's  system 
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(Neher  et  al.  1988).    In  a  1988  retrospective  discussion  (Clark,  Major  and  Mollet  1988,  p.ll3),  these 
ofBcers  explain  that: 

i 

"The  Law  of  the  Sea,  giving  recognition  to  coastal  state's  rights  to  fish  stocks  and  the 
declaration  in  1978  of  NZ's  EEZ,  were  prerequisites  for  HQs,  but  the  state  of  the  NZ 
economy  with  high  inflation  rates,  a  downturn  in  international  markets  for  agricultural 
products,  foreign  trade  barriers  arul  protectionist  policies  in  the  context  of  the  worldwide  rural 
recession,  were  as  important." 

Also,  however,  a  strong  impetus  for  the  restructuring  of  the  coastal  fishery,  came  from  the 
persistent  lobbying  of  the  Federation  of  Conunerdal  Fishermen,  mainly  owner/ operators,  who 
believed  that  the  only  way  to  save  the  inshore  stocks  was  a  40%  reduction  of  fishing  effort  in  the 
coastal  fisheries.  They  had  experienced  a  succession  of  boom  and  bust  fisheries,  notably  the  Chatham 
Island  rock  lobster  bonanza  and  crash  in  the  60s;  the  scollop  fisheries;  the  snapper  fisheries  of  the 
Hauraki  Gulf,  Golden  Bay  and  elsewhere  in  the  early  70s;  Bay  of  Plenty  trevalli;  the  progressive 
depletion  of  the  gropers  and  the  elasmobrachs.  In  each  case  these  fisheries  had  been  driven  to  collapse 
or  serious  depletion  and  fishers  were  still  coping  with  the  consequences.  They  wanted  managenxent 
that  would  provide  stable  long  term,  profitable  fisheries. 

Fishermen  were  living  with  the  outcome  of  the  succession  of  policy  structures  that  had  been 
implemented  over  the  preceding  decades.  The  regulatory  interventioru^t  policies  of  the  1908  Fisheries 
Act  aiir.sd  at  biological  protection.  Then  the  restrictive  licencing  system  from  1938-1963  involved 
extensive  gear  and  area  controls,  and  required  boats  to  fish  from  nominated  ports.  In  1963,  the  inshore 
fishery  was  greatly  deregulated,  and  during  this  period  of  "open  access"  the  government's  policy  was 
to  erKoiuctge  investaient  in  the  fishing  industry  through  investment  incentives,  capital  grants, 
allowances  and  tax  breaks  (Qark,  Major  and  Mollet  1988,  p.l27).  Many  fishers  had  experienced,  for 
better  and  for  worse,  the  cor\sequences  of  the  resulting  rapid  expansion  and  overcapitalisation  of  the 
domestic  fishery.  In  1978  there  was  a  moratorium  placed  on  issuing  new  permits  for  rock  lobster  and 
scallops;  therv  two  years  later,  this  was  extended  to  wet  fish  permits  as  well  A  number  of  separate 
Controlled  Fisheries  (limited  entry)  were  tried  for  rock  lobster  and  also  for  sruipper  in  the  Hauraki 
Gulf;  but  these  had  resulted  in  increasing  effort  not  in  the  rebvuldir\g  of  stocks  (ibid.). 

These  different  phases  in  the  history  of  New  Zealand's  fishery  maruigement  had  irvduded  most 
of  the  legal  and  administrative  mecharusms  for  fisheries  management  familiar  in  the  modem  English 
speaking  world.  The  fishers  knew  of  the  ups  arul  downs  of  all  the  regimes  -  including  limited  entry 
and  input  controls  -^^d  in  many  cases  had  experierued  them  first  hand;  and  they  knew  these 
various  approaches  had  failed.  So  in  order  to  save  their  fisheries  they  were  ready  to  consider 
iimovative  approaches.  Qark  and  Major  make  clear,  however,  that  the  particular  thrust  of  the  1980s 
reform  was  dictated  by  a  specific  economic  ageruicL  It  was,  they  assert  (ibid.),  the  "government's 
declcired  intention  to  bring  market  forces  to  bear  in  ....  fishery  management;"  and  this  is  the  agenda 
that  led  to  ITQs. 
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A  significant  discrepancy  is  apparent  between  the  motivations  of  the  fishers  towards 
conservation  of  the  stocks  but  inchiding  economic  self-interest,  and  this  early  expression  of  market- 
driven  New  Right  objectives  of  MAF  Policy.  ITQs  were  implemented  in  1983-86  to  address 
overfishing,  overcapitalisation,  and  excessive  government  regulation  (cf.  Sissenwine  and  Mace  1992). 
So  the  stated  objectives  were,  simultaneously:  conservation,  economic  rationalisaoSn,  and  reduction 
of  government  interference.  Qearly  sodal  justice  was  not  an  objective,  and  indeed  it  suffered  in  the 
process. 

In  1983  the  Deepwater  Trawl  policy  was  implemented  "based  on  company  allocations  or  quota 
rights  to  catch  specific  quantities  of  fish"  (Maclntyre  1982).  This  followed  maiugement  practices  of 
the  Canadian  east  coast  deepwater  trawl  industry.  Allocations  of  quota  for  seven  spedes  were  made 
to  the  nine  biggest  NZ  fishing  companies  on  the  basis  of  deepwater  catch  processed  ashore  and  level 
of  investment  in  processing  plant  and  large  (20+  metres)  vessels  (ibid.,  pp28-29).  This  was  consistent 
with  directions  in  government  policy  from  the  late  1970s  for  development  of  the  deepwater  fisheries. 
The  government  had  been  quite  deliberate  in  promoting  joint  ventures  to  enable  domestic  firms  to 
acquire  technology  and  expertise,  knowledge  of  and  access  to  international  markets,  significemt 
volumes  of  fish  for  shore  processing  plants  and  time  to  assess  the  economics  of  the  deepwater  without 
the  initial  capital  to  purchase  large  vessels  (Maclntjrre).  Furthermore,  although  most  of  the  big 
companies  had  joint  ventures,  there  was  also  much  talk  of  "New  Zealandisation"  of  the  deepwater 
fishery.  The  deepwater  quota  allocations  were  seen  as  a  move  in  that  direction. 

Inshore  fisheries  posed  more  complex  issues.  In  1983  the  Natioiud  Fisheries  Management 
Advisory  Council  (NAFMAQ  was  formed  with  representatives  from  MAF  policy,  research.  Industry 
and  the  Federation.  They  produced  a  discussion  document  on  "Future  Options  for  the  Inshore 
Fishery"  which  attempted  to  present  the  state  of  the  main  commercial  spedes  and  fishing  activity  by 
re^orL  In  the  consultations  that  followed,  fishermen  were  veiy  critical  of  the  detailed  arudysis, 
particularly  as  it  pertained  to  their  own  main  spedes  and  ports.  But  the  report  did  provide  the  best 
overview  then  available  of  both  the  biological  and  economic  status  of  the  coastal  fishery. 

At  the  consultative  meetings  aroimd  the  covintry,  fishers  were  handed  the  document  at  the 
door.  It  was  dear  even  then,  that  fishers  were  being  told  what  would  happen  rather  than  being  asked 
for  their  views.  ^  They  could  see  dearly  that,  although  options  were  ostensibly  being  offered,  the 
steer  toward  ITQs  was  very  strong.  The  moratorium  on  new  entrants  to  the  industry  (the  Limited 
Entry  policy)  and  effort  controls,  had  both  already  proven  ineffective;  and  fishers  hadn't  liked  their 
past  experiences  of  controlled  fisheries  (with  tighter  limited  entry).  Compensation  based  effort- 
reduction  schemes  (Buy-backs)  were  widely  favoured  amongst  fishers  themsdves;  but  a  government 
facing  serious  balance  of  payments  problems  probably  wouJdn't  fund  them,  the  necessary  levies  on 
remaining  fishers  would  render  them  uneconomic,  and  the  overall  effectiveness  of  such  a  scheme  was 
imcertain.  Fisheries  Management  Plans  (FMPs)  also  were  fdt  to  have  some  attractive  features,  but 


'  This  opinion  is  confirmed  in  the  jjersonal  experience  of.  the  writer,  from  attending  Auckland  and 

Wellington  meetings. 
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insufficient  supporting  information  was  provided  to  allow  serious  consideration.*  The  NAFMAC's 
final  Report  to  the  Minister  of  Fisheries  concluded  that  "an  overfishing  and  overcapitalisation  problem 
of  some  magnitude  exists  in  the  inshore  fishery,"  and  that  fishermen  "expressed  interest"  in  ITQs 
within  a  Fishery  Management  Plan  (FMP)  framework  but  "were  skeptical  of  Management's  ability  to 
prevent  non-aggregation  and  to  manage  individual  quotas"  (Belgrave,  no  date,  circa  1984). 

One  very  significant  table  in  the  NAFMAC  discussion  document  had  indicated  that  a  mere 
50  vessels,  being  1.3%  of  the  fleet  by  number  of  boats,  had  landed  45.2%  of  the  annual  catch;  while 
at  the  other  end  of  the  scale,  the  last  2,500  vessels  in  a  total  of  3,928  had  accounted  for  just  4.6%  of  the 
catch.  Qearly  these  50  vessels  were  the  largest  trawlers,  operated  by  the  big  companies.  These  same 
companies  were  already  working  in  the  deep  water.  If  the  real  intention  had  been  to  reduce  fishing 
effort  by  40%  on  the  inshore  fishery,  then  perhaps  this  is  where  reduction  should  have  started! ' 
Although  most  of  these  50  large  vessels  were  still  too  small  for  ideal  deepwater  operation,"  the 
companies  rurming  them  had  access  to  the  global  capital  markets  and  could  have  traded  these  for 
more  suitable  vessels  for  a  shift  into  the  deepwater. 

However,  MAF's  first  step  in  restructuring,  ostensibly  to  achieve  a  40%  effort  reduction,  was 
to  "professionalise"  the  fishery  by  eliminating  the  "part  timers".  In  some  cases  this  was  inoffensive, 
where,  for  example,  insurance  company  maiwgers  or  teachers  were  fishing  during  their  holidays.  In 
other  cases,  of  Maori  especijdly  from  numerous  small  ports  and  communities,  and  of  both  Maori  and 
Pakeha  (non-Maori  New  Zealander)  seasonal  workers  in  the  meat  and  forestry  industries,  as  well  as 
subsistence  or  so-caUed  "lifestyle"  fishers,  it  aggravated  levels  of  iment^jloyment  that  were  already 
high,  disrupted  a  major  source  of  livelihood  in  many  coastal  commuruties,  and  created  major  sodal 
and  economic  hardship.  Meanwhile  the  real  part-timers  —  corporates  such  as  Fletchers  and  Carter 
Holt  Harvey  (CHH)  that  had  their  primary  activities  in  other  domains  such  as  construction,  forestry, 
pulp  and  paper  —  fiitished  up  with  most  of  the  quota. "  * 


•  Subsequently,  there  was  extensive  work  on  two  Ksheries  Management  Plans  (for  the  Auckland  and 
Central  areas),  including  high  levels  of  public  input  (900  submission  to  the  proposed  Auckland  FMP).  But  fl*e 
concept  has  largely  been  scrapped  by  MAP  —  ostensibly  as  too  expensive  arui  complex,  but  perhaps  really  because 
there  was  too  much  public  input  for  industry's  liking. 

*  This  suggestion  does,  of  course,  beg  the  questions  of  the  relative  economic  efficiency  of  the  large  and 
the  small  operators,  of  the  relative  incentives  to  stock  conservation  amongst  large  and  small  operators,  and  of  the 
On)stability  of  tfie  status  quo  ii\dustcy  structure  if  tf\e  large  operators  had  been  forcibly  exited.  These  questions 
cannot  be  answered  retrospectively;  the  point  is  that  they  were  never  asked  at  the  time. 

"  The  largest  among  these  were  those  known  as  "100  footers"  (about  30  metres). 

"  In  1979  Fletcher  Challenge,  a  conglomerate  involved  mainly  in  engineering,  timber,  building  and 

construction,  was  quick  to  realise  the  potential  of  the  deepwater  fishery  aixd  formed  a  subsidary  company, 
Fletcher  Fishing  limited.  As  its  initial  endeavour,  Fletcher  Fishing  embarked  on  a  joint  venture  with  a  Soviet 
group,  Sovrybflot  In  a  move  designed  to  strengthen  Fletcher  Fishing's  experience  in  the  industry  as  a  whole,  in 
1981  they  merged  with  Wrightson  Fisheries  who  had  a  fishing  history  throughout  New  Zealaiul  with  substantial 
operations  for  rock  lobster  and  Hnfish  dating  back  to  the  WSCs  (Mark  Davison,  pers.  com.  1990).  Even  so,  during 
the  early  1980s  Fletchers  along  with  Carter  Holt  Harvey  (a  similar  conglomerate,  with  such  large-scale  operations 
in  other  fields)  were  seen  by  small-scale  fishers  as  7ohnny-come-latelies",  opportunistically  part-timii\g  in  the 
fisheries. 
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In  the  industry  restructuring  that  followed,  no  formal  provision  was  nutde  for  crew  members. 
Many  of  the  small  units  were  two-man  operations,  frequently  long  term  partiwrships.  The  catch 
history  accrued  to  the  owner/skipper  who  gained  the  value  of  the  asset  involved.  Where  this  was 
tendered  in  the  buy-backs,  crew  often  lost  tfwir  jobs  -  without  any  formal  comj^^ation.  This  was 
a  major  injustice  that  continues  to  be  overlooked.  It  also  made  it  much  more  difficult  for  crew 
wanting  to  become  owner  operators.  Not  only  did  they  have  to  raise  the  fmance  for  the  vessel  but 
as  much  or  more  again  for  quota.  As  one  commentator  has  put  it  (O'Connor  1993,  p29): 

'The  1980s  mamganent  procedure  was  to  commodify  access  to  the  fish  spedes  most  under 
threat,  infirm  cf  catch  'quota/  then  to  award  these  rights  to  the  major  commercial  operators 
as  a  free  gifi,  in  proportion  to  that  documented  catchhistories.  The  smaU-scale  and 'informal' 
operators,  and  the  local  people  who  thought  they  enjoyed  an  envinmmental  domain  as  a 
coUectroe  heritage  and  source  of  sustenance,  were  told  that  they  do  not  'own'  it  at  all 
Effectively,  ownership  (all  commercial  catch  rights)  was  awarded  to  the  large  commercial 
operators  who,  from  the  Maori/load  points  tfview,  were  the  original  'poachers'  overfishing  the 
stock." 

2.4         Introduction  of  the  QMS. 

New  Zealand's  Quota  Maiuigement  System  (QMS),  introduced  1  October  1986,  began  with 
stock  assessments  of  all  ttie  stocks  to  be  managed.  Total  Allowable  Catches  (TACs)  were  set  based 
on  estimates  of  Maximium  Sustainable  Yield  (MSY),  as  adjusted  with  consideration  of  economic, 
environmental  and  social  factors.  In  making  these  MSY  estimates,  two  methods  were  used,  fishers' 
catch  histories  ^and  MAF  trawl  surveys.  The  former  were  probably  optimistic,  being  inflated  by  the 
fact  that  fishers  had  been  intensively  fishing  for  catch  history.  (This  was  the  so-called  "dartboard" 
process;  estinuites  based  on  very  uncertain  irifbrmation).  Trawl  surveys,  on  the  other  hand,  possibly 
underestimated  the  species  biomass  due  to  conservative  assumptioris  about  vulnerability  to  gear. " 

Provisional  allocatiora  to  fishers  were  then  made,  based  on  the  average  catch  during  the  best 
two  of  the  last  three  fishing  years.  Since  nnany  of  the  sums  of  catch  histories  (SCH  for  each  spedes- 
area)  exceeded  the  set  TACs,  there  was  a  government  buyback  ($NZ  42.4  million)  to  facilitate  an 
"orderly"  rationalisation  of  the  industry.  After  two  tender  rotmds  (an  auction  system)  where  sufficient 
quota  was  not  tendered,  pro  rata  cuts  were  made.  As  things  turned  out,  about  1400  of  the  1800 
fishermen  involved  appealed  their  allocation  (Sissenwine  and  Mace  1992).  Permitted  grounds  for 
appeal  included,  inter  alia,  uru^ported  catch  (Armala  et  aL  1989).  Resolution  of  these  and  subsequent 
appeals  has  orUy  just  been  completed,  and  the  outcomes  have,  in  some  cases,  negated  the  quota 
reductions  made  when  the  system  was  introduced,  for  example,  with  sruipper  in  Quota  Management 


"  See  Sissenwine  and  Mace  (1992)  for  amplification  on  these  points;  also  Clark  and  Duncan  (1986)  for 

another  description  of  the  ITQ  system  and  the  procedures  of  its  introductioiL 
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Area  1  (SNAl),  a  1,222.4  tonne  increase  in  annual  TACC  following  appeals,  has  resulted  in  the  TACC 
being  set  at  nearly  6000  tonnes  annually,  being  approximately  110  tonnes  higjier  than  the  pre-ITQ 
1984-85  level  of  5876  tonnes.  Consequently,  in  overall  result  "the  buyback  may  have  had  relatively 
little  effect  on  fishing  mortality  rates"  (Sissenwine  and  Mace  1992). 

2.5         The  Change  to  Proportional  Quota. 

The  ITQ  scheme  as  initially  introduced  awarded  catch  quota  by  the  tonne  for  the  designated 
species  and  area.  However,  implementing  absolute  quotas  turned  out  to  be  a  major  management 
mistake.  At  the  time,  fisheries  rrumagers  and  the  industry  believed  (or,  at  least,  asserted)  that  the 
initial  TACs  were  very  conservative  and  that  therefore  there  would  be  litUe,  if  any,  need  to  buy  back 
quota  to  achieve  future  TAC  reductions.  Rather  it  was  anticipated  that  in  the  future,  more  quota  for 
selected  species  and  areas  could  be  sold,  thus  benefitting  government  revenue.  It  was,  in  these 
regards,  vddely  held  that  the  system  as  implemented  was  "risk  averse"  and  prudent  But  in  fact  it  was 
"risk  prone",  and  still  too  liberal  in  relation  to  stock  sizes.  In  particular,  serious  mistakes  had  been 
made  in  aging  orange  roughy,  as  the  spedes  was  radically  different  from  previous  experience;  and 
over-optimistic  use  made  of  acoustic  surveys  on  hoki  (Sissenwine,  pers.  com.,  30  March  1993). 

So  by  the  late  1980s  there  was  need,  if  fishing-out  was  to  be  avoided,  to  make  drastic  cuts  to 
some  TACs,  especially  for  or<mge  rougjiy  and  hokL  This  led  to  negotiation  of  "The  Accord"  between 
the  government  and  the  fishii\g  industry,  which  became  the  Fisheries  Amendment  Act  1990.  It  meant 
that  instead  of  the  Crown  buying  back  the  quota  at  very  considerable  cost  to  reduce  the  TAC,  the 
industry  would  henceforth  take  pro-rata  reductions  to  quota  holdings.  Then,  when  and  if  fish  stocks 
rebuilt,  instead  of  the  government  tenderii\g  new  quota,  any  increases  in  TAC  would  be  allocated  on 
a  pro-rata  basis.  To  get  industry  agreement  to  a  change  in  their  preyious  rights,  the  legislation 
provides  a  transitional  period  in  which  industry  can  (effectively)  keep  resource  rentals  as 
compensation  for  any  reductions  that  do  occur  (Ministerial  Briefing:  Hsheries  1990). 

Essentially  this  trarwferred  the  risk  of  depletions  from  the  government  to  the  industry.  In 
exchange  govenunent  has  provided,  in  effect,  about  $NZ  200  million  in  "compensation"  at  a  time  when 
subsidies  have  been  lifted  from  all  other  industries. » 


"  Since  industry  activity  contributed  significantly  to  the  serious  depletions  of  the  rougjxy  stocks  it  is 

difficult  to  accept  the  validity  of  this  "compensation".  As  far  back  as  1983  industry  had  been  warned  of  tt»e 
uncertainties  in  the  orange  roughy  fishery  (Taylor  and  Baird  1983),  yet  industry  had  continued  to  expand  its 
infrastructure  and  markets,  to  fish  in  a  profligate  manner,  and  to  exert  pressure  to  maintain  hi^  TACs  even  after 
the  coUapse  of  ttw  QuOltager  Plateau  stock.  Loss  of  fish  due  to  burst  bags  in  dw  early  stages  of  the  learning 
curve  during  fishing  on  spawning  aggregations  are  deplored  but  excusable  due  to  inexperience.  But  that  the 
following  sort  of  incident  occurred  at  any  stage  is  totally  inexcusable:  "A  MAFFish  scientist  onboard  a  vessel  in 
the  vidiuty  of  the  fishing  activity  on  the  Chatham  Rise  said  that  the  large  trawlers  had  staked  out  their  trawl  path 
and  continued  fishing  until  they  had  depleted  that  area.  If  the  previous  catdi  had  not  l>een  fully  processed  by 
the  time  it  was  ready  to  shoot  the  net  again,  tt»e  surplus  catch  was  dumped.  This  was  done  so  the  trawler  did 
not  lose  its  position  on  the  aggregation  of  fish.  The  scientist  said  the  sea  was  a  mass  of  red  (bloated  carcasses 
of  orange  roughy"  (Mark  Davison,  pers.  com.  1990).  There  are  other  anecdotal  accounts  -  but  feom  less  verifiable 
sources  -  of  large  amounts  of  roughy  being  dumped  more  receiUly  in  the  Chatham  Rise  aiwi  Cook  Canyon 
fisheries  (pers.  com..  Fisheries  Tour  1992).  In  1990,  as  a  Greenpeace  Observer  the  author  witnessed  possibly  the 
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Now  after  seven  years  of  ITQ  management  in  die  inshore  fishery  and  ten  in  the  deep  water, 
five  of  New  Zealand's  seven  major  expott  spedes  (hold,  orange  roug^y,  snapper,  rock  lobster,  paua, 
squid  and  green-lipped  mussel)  are  in  strife.  The  first  four  of  these  are  managed  under  the  QMS. 
Orange  rougjiy  is  verging  on  collapse;  it  is  only  the  location  of  new  fisheries  for'^taange  roughy  and 
targetting  on  dwindling  spawning  aggregations  that  maintains  catdi  rates.  Last  year  scientists  gave 
notice  that  the  "fishing  down  phase"  for  hoki  has  ended  and  the  TACC  may  have  to  be  reduced; 
however  tfiis  year  (May  1993)  at  die  MAF  Stock  Assessment  Plenary,  widi  recruitment  of  the  strong 
1987  and  1988  year  classes,  they  were  more  confident  The  biomasses  for  the  major  snapper  fisheries 
(SNAl  &  SNA8)  are  estimated  as  being  about  half  that  required  to  produce  Maximium  Sustainable 
Yield  (MSY),  the  level  stqjulated  by  le^lation.  Ironically,  this  was  ttie  major  species  that  the  ITQ 
system  was  intended  to  save.  Rock  lobster  fisheries  have  been  so  hit  by  overfishii\g  aiul  poaching  that 
quota  holders  are  desperately  seeking  otfier  ways  of  preventing  further  depletion  of  their  fisheries 
(information  from  1992, 1993  TAC  setting  processes,  and  personal  communications  during  the  Fisheries 
Tour  1992).  Qearly  the  restructuring  and  management  with  ITQs  has  not  prevented  serious 
overfishing  for  any  of  these  spedes. 

Outside  the  QMS,  paua  fishers  are  finding  themselves  in  a  similar  situation  to  that  of  rock 
lobster  fishers.  Squid  catch  is  notoriously  variable  and,  according  to  industry,  is  also  threatened  by 
■additional  predation  by  what  ttiey  believe  is  an  encroaching,  rapidly  expanding,  population  of  Chilean 
jack  mackerd  (T.  mtuphyi).  Greeidipped  mussd  has  just  been  hit  (in  the  summer  of  1992/93)  by  a 
nationwide  toxic  algal  bloom  widi  the  resultii\g  bans  on  harvesting  and  both  domestic  and  export 
marketing.  "  While  the  industry  may  recover  firom  this  set-back,  events  such 


earliest  oommeidal  exploratory  fishing  for  orange  roughy  in  the  Pusyger  Area.  The  vessel  found  two  pinnades 
vn6\  orange  roughy  and  oieo  dory.  It  trawled  botii  pinnades  tintil  it  could  get  no  more  fish,  trawling  right  to 
the  deadline  for  Ae  end  of  tite  t^.  The  skipper  asserted,  however,  that  (here  would  be  more  fish  on  those 
pinnades  in  a  mondi's  time.  Hsheis  have  seen  tfw  Challenger  fishery  collapse  and  dw  north  Chatham  Rise 
depleted  and  still  &\e  ITQ  system  is  Ineffectual  for  preventing  the  process  continuing  for  the  entire  roughy  stock. 

"  For  a  sdentific  overview,  see  Jaap  A  Jasperse  (ed.  1993),  the  proceedings  of  a  June  1993  research 

workshop  on  marine  toxins  in  New  Zealand  shellfish*.  The  severity  of  Ais  event  both  economically  and 
symbolically,  is  indicated  by.tite  news  coverage  it  received.  From  the  first  dosures  of  beaches  and  commercial 
shellfish  fanns  to  gathering,  harvesting,  processing,  marketing  and  export  of  shellfish  and  paua  in  early  January 
1993  until  mid-April  when  only  a  tew  dcNSures  remained,  the  toxic  algal  bloom  was  initially  reported  almost  daily 
in  tiie  newspaper,  radio  and  TV  news  bulletins.  See  for  example,  in  the  New  Zealand  Hemld:  "Bloom  stops 
exports",  7  January;  "US  ban  on  shellfish",  "Shellfish  ban  hits  farmers",  12  Janxiary;  Three-week  ban  for  poison 
algal  sites",  13  January;  "East  coast  shellfish  off  limits"  14  January;  "Workers  hit  by  ban  must  wait  for  dole", 
"Maoris  take  scare  widi  a  pinch  of  salt",  15  January;  "Alga  main  subject  in  toxin  hunt",  16  January;  "Chilly  ocean 
gets  blame  for  poisoning",  "Bid  to  save  sheUfish  from  extiiurtion",  19  January;  Toxins  dureat  to  fish  industry  says 
sdentist",  29  Jantiaiy;  "Blooms  still  have  bofiSns  guessing",  "Prime  toxin  suspect  unmasked"  3  February;  "Scalife 
deaths  deepen  alarm"  6  Fd>ruary;  "Algal  bloom  blamed  for  dead  shellfish",  8  February;  Tests  raise  hopes  for 
end  to  shellfish  crisis",  "Blooms  blamed  for  k»st  kdp",  9  February;  "Ministry  may  keep  up  algae  checks",  "Paua 
flesh  dear",  11  Febrtiary;  "Shellfish  to  pass  all  tests".  Toxic  bloom",  "SheUfish  from  five  zones  still  toxic",  13 
February;  "New  find  could  end  shellfish  ban  soon",  26  February;  "Southern  shellfish  deared  to  eat",  6  March; 
"Algae  toxins  in  the  wind",  12  March;  "Export  firms  'flat  ouf  on  shellfish".  Toxin  remains",  13  March;  "Invasion 
of  the  shellfish  toxins",  17  April  [Full  page  review];  "Siellfish  dear",  25  May. 

The  NZ  Prafessiotui  Fisherman  also  carried  foUow-up  artides,  for  example:  June  Joyce,  "Crisis  - 
Commimications,"  March  1993;  Ruth  P.  Baldwin,  "A  Matter  of  Concern"  [reprinting  of  an  artide  titled  "Cargo 
vessel  ballast  water  as  a  vector  for  the  spread  of  toxic  phytoplankton  spedes  to  New  Zealand"  appearing  in  the 
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as  these  show  the  vulnerability  of  our  inshore  fisheries  to  ecological  foctots.  Aquaculture  is,  in 
general,  veiy  susceptible  to  land-based  sources  of  pollution.  Recent  reports  referring  to  the 
tremendous  number  of  potentially  hazardous  toxic  waste  disposal  sites  —  including  some  800 
accidental  or  deliberate  disposal  sites  for  timber  treatment  anti-sap  stain  contairung  PCPs  around  the 
country  0ackman  1992)  -  highlight  the  severity  of  these  risks. 

Despite  all  these  difficulties,  the  industry  and  the  government  are  confident  in  the  future 
expansion  of  the  fisheries.  Last  year  the  industry  topped  $NZ  1  billion  in  earnings  for  the  first  time. 
Both  industry  and  the  government  aim  to  double  that  by  the  year  2000.  The  "Big  Three"  companies 
have  each  recently  bought  large  hi-tech  vessels,  displaced  surplus  from  collapsed  or  depleted  northern 
hemisphere  fisheries."  As  he  renamed  two  of  than  the  Minister  of  Fisheries  expressed  the 
unconstrained  exuberance  of  the  present  ethos:  "$25  million  dollars  worth  of  new  investment  will 
create  200  more  jobs  and  generate  export  earnings  in  excess  of  $NZ  15  million  per  year.  New 
Zealandisation  at  work"  (Doug  Kidd,  22  December  1992)  , 


3.    PROS  AND  CONS  OF  ITQS 

The  most  unequivocal  published  recent  statement  on  the  New  Zealand  ITQ  system  was  made 
by  a  MAF  official  in  the  Ministerial  Briefing  Papers  for  the  iiKoming  National  Party  goverrunent  in 
1990.  "This  is  the  most  advanced  fisheries  management  system  in  the  world,  and  NZ  is  the  first  to 
make  the  system  work  in  practice".  The  particular  claim  was  made  (ibid.)  that  the  system  not  orJy 
contributes  to  conservation  goals,  but  jJso  to  economic  ones  in  that  (i)  it  preserves  economic  benefit 
in  that  extra  profits  (resource  rents)  aren't  dissipated  by  overfishing;  (ii)  it  promotes  investment  in 
fish  stock  through  reductions  in  catches  because  as  stocks  are  rebuilt  less  effort  is  required;  (iii)  it 
promotes  stability  by  helping  to  avoid  boom  and  bust  cycles;  and  (iv).  it  promotes  cooperation  within 


Journal  of  the  Royal  Society  of  New  Zealand,  Vol.22,  No.4,  December  1992,  pp.229-242,  with  the  stipulation  that  it  was 
not  purporting  to  explain  nor  infer  a  connection  vjdth  the  current  toxic  algal  bloom  —  that  was  for  future  scientific 
evaluation];  Alistair  MacFarlane,  "Marine  Biotoxins  and  Shellfish:  or  Lessons  in  Managing  Enviioiunental  Risk", 
May  1993;  and  "Shellfish  Recovery  Trust",  May  1993. 

Continued  monitoring  through  the  second  half  of  1993  led  to  subsequent  redosuies  on  a  district  by 
district  basis,  especially  in  some  parts  of  the  North  East  coast  What  is  hoped  to  be  the  final  all-clear  was  given 
on  8  December  1993  {New  Zealand  Herald). 

"  These  vesseW^ere  bought  from  Norway,  Canada,  aiui  the  Faeroes  (see  the  NZ  Profossional  Fisherman, 

December  1992,  February  1993;  and  Fishing  News  Memational,  March  1993,  p.60).  This  echoes  Ae  precedent  set 
early  in  New  Zealand's  deepwater  fishery,  with  the  purchase  of  a  number  of  laid  up  British  distant-water  vessels. 
In  recent  years,  collapse  of  the  cod  stocks  and  depletion  in  haddock,  whiting  and  other  fisheries  has  resulted  in 
considerable  overcapacity  in  the  distant  water  fleets  of  Northern  Hemisphere  fishing  nations.  It  seems  ru) 
coincidence  that  at  least  two  delegations  -  Royal  GreeiUand,  and  the  Shedand  Isles  fish  marketing  company 
Framgord  —  were  prospecting  in  New  Zealand  early  in  1993.  The  former  sought  Southern  Ocean  fisheries  for 
their  fleets,  joint  ventures  witfi  New  Zealand  companies  for  product,  were  part  of  a  consortium  offering  to  buy 
Sealord  Fisheries,  and  were  actively  brokering  vessels  (NZ  Herald,  6  March).  The  latter  was  fostering  present  joint 
ventures  and  seekiixg  further  product  {NZ  Herald,  5  March  1993). 
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the  industiy.  The  plj^ponents  of  ITQ  systems  thus  argue  that  througjh  a  variety  of  mechanisms  ITQs 
promote  economic  efficiency.  In  particular 

1.  they  eliminate  important  external  diseconomies; 

2.  they  are  useful  for  the  generation  of  rents;  ^ 

3.  they  help  to  rationalise  fleets; 

4.  they  provide  a  framework  by  which  quota  will  tend  to  go  to  the  most  efficient  operators; 

5.  security  of  rights  and  future  benefits  provides  incentives  for  maiugement  of  the  fisheries  by 
the  iruiustry  itself,  iitduding  the  change  of  fishers'  attitudes  toward  more  cooperation  for  better 
management  and  ii\formation  collecting.  ** 

Achieving  the  simultaneous  objective  of  long-term  species  cor\servation  depends  on  the  setting 
of  TACs  at  sufficiently  nuxlest  levels,  and  on  the  assumption  that  individual  quota  will  reduce  the 
"race  for  fish".  Nface  (pets,  com.,  26  March  1993)  claims  that  the  ITQ  system  was  supposed  to  provide 
economic  incentives  for  fishers  to  be  concerned  for  the  long  term  health  of  the  stocks;  and  many  other 
writers  espousing  the  theoretical  merits  of  ttie  scheme  have  postulated  similar  benefits.  However,  all 
this  supposes  effective  enforcement  The  further  argument  that  if  fishers  have  property  rights  they 
will  be  self  policing,  while  barely  mentioned  in  the  published  literature,  was  put  very  strongly  during 
the  introduction  of  the  ITQ  system  in  NZ,  and  is  again  being  strongly  promoted  in  the  media  and  the 
fishing  industry's  journal  Seafood  New  Zealand  (see  the  December  1993  issue).  The  idea  is  that  poachers 
and  "burglers"  will  be  seen  as  erusoaching  on  the  assets  and  rights  of  the  fishers,  who  thus  will  see 
it  as  in  their  interests  to  enforce  the  regulatioi\s  and  safeguard  their  assets.  Similarly  it  was  argued 
that  they  would  exert  peer  pressure  directly  on  their  peers  to  comply  with  regulations,  or  would  draw 
offending  to  the  attention  of  the  authorities.  (However,  fishers  have  argued  siiure  that  they  caimot, 
in  feet,  "dob  in"  (inform  on)  other  fishers  because  they  are  mutually  dependent  on  them  for  safety  and 
assistance.) 

There  are  not  many  papers  in  the  academic  literature  that  consider  the  negative  aspects  of 
ITQs.  Two,  however,  stand  out  for  their  attempts  at  critical  evaluation:  a  journal  article  by  Copes 
(1986)  pitched  at  a  general  and  theoretical  level;  and  a  discussion  by  Sissenwine  and  Mace  (1992)  that 
deals  specifically  with  the  ITQ  system  implemented  in  NZ.  A  third  paper,  by  MAF  fisheries  scientists 
Annala,  Sullivan  and  Hore  (1989),  deals  with  the  problems  with  ITQs  that  arise  from  multispedes 
aspects  of  New  Zealand's  fisheries.  A  variety  of  noiv-published  government  reports  and  of  comments, 
appraisals  and  submisslorts  from  non-academic  sources,  identify  a  range  of  issues  from  both 
conceptual  and  practical  points  of  view.  The  following  paragraphs  stunmarise  the  issues  as  raised  by 
these  commentators. 

*  Copes  (1986),  while  stating  that  his  inventory  is  not  exhaustive,  lists  the  following  problems 

that  may  arise:  (1)  Quota  busting;    (2)  Data  fouling;  (3)  Residual  Catch  Management;  (4) 


"  These  points  aie  a  distillation  from  varied  sources,  induding  Molony  and  Pearse  (1979);  Copes  (1986); 

Amason  (1991);  Dewees  (1989);  Pearse  (1991);  Pearse  &  Walters  (1992). 
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Unstable  Stocks;  (5)  Short  Lived  Species;  (6)  Flash  Fisheries;  (7)  Real  Time  Management;  (8) 
High  Grading;  (9)  Multi-Spedes  Fisheries;  (10)  Seasonal  Variations;  (11)  Spatial  Distribution 
of  Effort;  (12)  TAG  Setting;  (13)  Transitional  Gains  Trap;  and  (14)  Industry  Acceptance.  Of 
these  quota  busting,  data  fouling,  high  grading,  multispedes  fisheries,  spatial  distribution  of 
effort,  TAG  setting,  and  the  transitional  gains  trap  are  particularly  pertinent  for  New  Zealand. 

•  Sissenwine  and  Mace  (1992)  argue  that  ITQs  were  introduced  in  NZ  for  reasons  of 
conservation,  economic  efficiency  and  to  reduce  govemmerU  regulation.  Their  damming 
critique  concludes  that  none  of  these  goals  have  been  realised. 

•  Armala,  Sullivan  aiul  Hore  (1986)  present  the  main  problems  with  ITQs  as:  (1)  Discarding; 
(2)  Highgrading;  (3)  TAG  overruns;  an(i''(4)  TAG  Underruns.  The  solutions  to  these 
problems  are  presented  as:  (1)  Trading  ITQ  between  fishers  [quota  holders];  (2)  Fishing  or 
catching  on  behalf  of  another  quota-holder  (FAAQs  and  GAAQs);  (3)  Overcatch  allowance 
of  10%  or  cany-over  of  10%  to  following  year  (the  10%  overs  and  xmders];  (4)  Surrender  of 
overcatch  to  Grown  for  nominal  paymerU  [the  deemed  value);  (5)  Exchange  of  uncaugj\t  ITQ 
of  certain  species  for  catch  of  another  overcaught  species)  [bycatch  tradeoff]. 

These  sorts  of  concerns  may  be  set  in  institutional  perspective  by  noting  that  in  1991,  Peter 
Pearse,  who  has  been  a  key  figure  in  developing  the  concept  of  ITQs  ii^tematioiudly,  was  brougjit  to 
New  Zealand  by  the  Grown  as  a  consultant  to  initiate  the  Review  of  NZ  Fisheries  LeglislatioiL  In  his 
paper  (Pearse  1991)  to  irtitiate  a  round  of  public  discussion  he  indicated  the  difficulties  with  the  ITQ 
system  in  the  following  terms: 

"Since  its  introduction  the  quota  management  system  has  given  rise  to  a  variety  of  problems 
and  controversies  over  such  things  as  adjustments  in  the  total  allowable  catch,  inddentd 
catches  (or  by-catches)  of  non-target  spedes,  rental  payments  for  quota  holdings,  enforcement 
and  other  issues.' 

His  general  assessment  notwithstanding  these  difficulties,  was  that  the  quota  system  is  a  better 
way  of  managing  fisheries  than  other  options,  and  should  be  retairved.  Changes  are,  however, 
urgently  needed  to  make  the  system  work  better;  those  who  hold  rights  to  fish  should  have  more 
responsibility  for  martaging  them;  and  enviroiunental  concerns  are  not  well  handled  (ibid).  However, 
it  is  far  from  obvioiilrthat  tinkering  with  the  existing  system  vnll  be  adequate  to  resolve  the  ecological,' 
social  and  economic  issues  that  have  arisen. 

Economic  efficiency  is  the  feature  that  is  stressed  most  frequer\tly  by  proponents  of  ITQs.  The 
right  to  take  a  specific  quantity  of  fish  eliminates,  so  the  argument  goes,  the  iiKentive  to  increase 
fishing  power  for  competitive  reasons  and  therefore  tends  to  mitigate  against  overcapitalisation. 
Transferability  of  that  right  means  that  the  more  efficient  operators  have  the  fiixandal  ability  to  gain 
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needed  quota,  thus  enabling  inefficient  operators  to  sell-out  which  leads  to  the  economic 
rationalisation  of  the  fisheiy. 

Against  this  sort  of  legitimation  of  ITQs,  a  number  of  points  should  be  made  clear.  First,  that 
the  efficiency  goal  is,  even  in  theory,  achieved  only  if  the  catch  level  is  set  ri^t,  and  effectively 
enforced.  Second,  that  achieving  economic  efficiency  does  not  necessarily  coincide  with  objectives  of 
conservation  and  sustainability.  Indeed,  imless  long-run  sustainability  is  provided  for  in  political 
terms  by  stating  instrinsic  value  and  "rights"  of  future  generations  of  fishers,  and  in  management 
terms  by  setting  catch  limits  that  permit  ongoing  stock  regeneratioiv  there  may  be  direct  conflict 
between  economic  efficiency  and  ecologically  sustained  fisheries.  Third,  that  in  privatising  the 
resource,  even  for  a  limited  number  of  spedes,  the  way  is  opened  to  capitalise  all  of  the  marine 
ecosystem  such  that  its  value  becomes  assessed  primarily  in  terms  of  the  market  Defiiung  the 
fisheries  as  a  commodity  means  that  resistance  to  its  sale  is  very  difficult.  Once  property  rights  have 
been  issued  the  situation  is  irreversible.  The  nnarket  assinnptions  are  inconsistent  with  long  term 
ecologically  sustainable  management,  intrinsic  value  or  the  interests  of  future  generations  (O'Connor, 
1993).  Commodifying  the  fisheries  also  tends  to  dispossess  small  scale  and  independent  fishers,  and 
local  people  -  as  it  certainly  did  in  New  Zealand  -  so  clearly  ITQs  need  not  accord  with  concerns  for 
social  justice. 

These  are  not  abstract  or  hypothetical  concerns.  For  example,  at  the  time  of  introduction  of 
the  inshore  ITQ  system,  local,  small-scale  fishermen  based  on  Waiheke  Island  were  critical  of  the 
system  as  being  a  gross  invasion  of  their  dvil  liberties,  a  system  for  CQllecting  government  revenue 
that  would  lead  to  the  larger  companies  taking  over  the  fisheries  (Gulf  Newre,  1986).  Their  worries 
have,  in  many  respects,  been  shown  justified  by  the  increasing  industry  concentration.  Furthermore, 
it  is  dear  that,  in  some  fisheries  at  least,  neither  economically  effident  levels  of  effort  nor  long-run 
sustainability  is  being  provided  for.  The  Ministerial  Briefing  (1990)  on  fisheries,  while  generally 
lauding  the  QMS,  noted  that  there  were  some  difficulties  for  maiuigement  with  this  system; 

'resource  rentab  never  fidly  captured  the  value  of  quota,  and  market  prices  remained  at  hi^ 
levek.  The  high  quota  prices,  in  turn  made  it  prohUntiody  expensive  for  the  Crown  to 
manage  the  resource.  If  the  Government  vxmted  to  reduce  the  1  AC  for  conservation  reasons 
it  would  have  to  buy  quota  from  the  industry  at  Mgfi  prices.  It  was  therefore  faced  with  an 
enormous  biU  which  could  not  be  recovered  from  the  industry." 

The  Briefing  report  also  admits  that  industry  has  taken  a  very  activist  stance  since  ITQs  were 
introduced  -  for  example,  that  it  takes  an  strong  and  increasing  interest  in  the  setting  of  TACs,  and 
has  opposed  many  proportional  reductioris  in  TACs.  Also,  because  of  its  "property  right"  -  or,  at  any 
rate,  pecuniary  interest  —  industry  increasingly  demands  consultation  before  any  changes  are 
considered  by  goverrunent.  Contrad  sdentists  have  been  employed  to  give  alternative  views  on  the 
state  of  various  fisheries  resources.  The  Crown  has  even  been  taken  to  court  by  industry  over  resource 
rentals,  and  a  case  against  the  Crovm  for  "mismanagement"  of  fisheries  was  at  one  stage  being 
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prepared.  (It  has  since  been  settled  out  of  court.) 

Such  politicking  shows  the  sharpness  of  the  contests  over  access  to  the  revenues  that  fishing 
quota  can  provide.  Behind  the  economic  contests  of  this  sort  (which,  obviously,  include  the  questions 
of  quota  allocation  and  distribution  to  Maori),  a  major  ecological  issue  is  that  the  system  as  it  is 
presently  conceived  entirely  fails  to  deal  with  wider  by-catch  issues.  It  makes  no  provbion  for 
by<atch  of  non-QMS  commercial  fish  spedes  or  other  notv-commerdal  marine  wildlife,  even  for  those 
high  profile  issues  of  marine  mammals  and  seabirds  interactions  —  quite  apart  from  the  wider 
problems  of  marine  pollution  and  of  discards  and  waste  of  marine  biota  in  generaL 


4.    DISCUSSION 


4 J.         Grempeace  Criteria  for  Fisheries  Management 

The  staiKe  on  fisheries  management  adopted  by  Greenpeace  is  the  product  of  many  years  of 
involvement  with  marine  envirronmental  issues.  The  Greenpeace  International  Fisheries  Campsugn 
has  made,  or  been  party  to,  a  number  of  major  efforts  to  define  conceptual  and  pragmatic  criteria  for 
fisheries  management  These  include  drafting  the  bbby  document  the  Greenpeace  Approach  (GPA), 
submissions  for  the  reviews  of  various  national  and  regional  fisheries  leglislation,  and  lobbying  for 
various  conventions  at  major  conferences.  ^  Although  each  document  has  been  couched  in  specific 
terms  to  address  the  specific  situations,  these  have  been  interdependent  rather  than  mdependent 
exercises,  consistently  expressing  the  underlying  concern  for  protection  for  the  marine  ecosystem,  and 
at  the  same  time  addressing  social  justice  and  equity  issues  of  environmental  quality  and  marine 
resource  use. 

In  general  terms,  the  Greenpeace  view  is  that  fisheries  management  should  be  "conducted  in 
a  manner  that  is  ecologically  sound  to  sustain  the  resource  for  present  and  future  generations,  and 
that  is  socially  just,  respecting,  biological  and  ecosystem  diversity"  (NGO  Treaty,  1992).  The  NZ  and 
Australian  Greenpeace  submissions  to  recent  national  forums  stipulate  that  conservation  of  the  marine 
ecosystem  must  be  given  highest  priority.  Proceeding  from  that. 


"  Greenpeace  has  made  submissions  on  fisheries  management  to  various  major  world  conferoKes,  for 

example:  the  International  Conference  on  Responsible  Fishing,  May  6  to  8,  1992  at  Cancun,  Quintana  Roo, 
Mexico;  the  Non-Govemmental  Organisations  Fisheries  Treaty,  negotiated  by  Non-Government  Organisations 
in  Rio  de  Janeiro  at  the  Qobal  Forxim,  June  1  to  14, 1992;  the  United  Nations  Conference  on  Straddling  and 
Highly  Migratory  Fish  Stocks  to  be  held  in  New  York,  July  1993.  Submissions  have  been  made  to  numerous 
policy  processes  including:  the  Sub-committee  of  the  House  of  Lords  for  the  United  Kingdom  (UK);  the  Common 
Fisheries  Policy  (CFP)  for  the  European  Community;  the  New  Zealand  Fisheries  Act  Review;  the  Inquiry  into 
Commonwealth  Fisheries  Leglislation  by  the  Australian  Senate  Standing  Committee  Committee  on  Industry, 
Science  and  Technology;  and  the  Reauthorisation  of  the  Magnusson  Fisheiy  Conservation  and  Management  Act 
in  the  United  States  of  America. 
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"V/hat  is  needed  is  a  new  approach  to  the  management  cf fisheries,  a  proactive,  precautionary, 
conseroation-oriented  management  regime;  an  approath  which  places  co-operation  above 
competition,  and  concern  for  the  environment  above  excessive  exploitation.  [Further..,.,]  it 
must  be  participatory,  transparent,  accountable,  contestable.''*' 

More  pragmatically,  tiie  recent  Greenpeace  "Comment  on  the  Common  Fisheries  Policy  (CFP)" 
notes  that  flsheries  management  is  fraught  with  uncertainty,  and  so: 

"The  management  procedure  must  recognise  these  difficulties,  and  be  robust  to  uncertainty, 
the  stochastidty  (randomness)  in  the  environment,  and  errors  in  implementation.' 

The  same  paper  offers  procedures  for  in^lementing  prudent  management  cognisant  of  these 
imcertaintues.  This  is  consistent  with  UN  Resolution  44/225,  which  places  the  burden  of  proof  for 
environmental  acceptability  on  the  would-be  developer  or  resource  exploiter.  This  implies  that 
Environmental  Intact  Assessments  (EIAs)  must  be  done  before  any  new  fisheries  are  developed,  for 
fisheries  in  crisis,  or  where  significant  changes  are  planned.  Before  major  developments  take  place 
it  must  first  be  demonstrated  that  irreversible  changes  to  the  marine  ecosystem  will  not  occur.  Where 
uncertainties  are  present,  risk-averse  (Le.  genuinely  prudent)  procedures  should  be  followed. 
Similarly,  catch  limits  fTACs)  must  be  set  on  a  precautionary  basis,  sensitive  to  the  conditions  of  the 
whole  marine  ecosystem  and  based  on  scientific  understanding  and  not  at  the  mercy  of  {political 
lobbjring.  In  practical  terms  this  means  that  the  TAC-setting  process  needs  to  provide  effectively  for 
catch  limits  to  be  reduced  as  well  as  raised.  ^ 

It  will  be  apparent  from  the  discussion  which  follows  that  New  Zealand's  ITQ  system  does 
not  put  conservation  as  the  top  priority;  nor  is  it  proactive,and  precautionary.  While  there  are  some 
signs  of  cooperation  between  fishers  in  some  areas  for  their  own  commercial  survival,  competition 
with  short-term  revenue  maximising  objectives  is  still  rife. 

42        Economic  Aspects  of  the  Fisheries  Resource  Management 

At  an  operational  level,  the  ITQ  system  has  two  features  which,  in  theory,  work  to  prevent 
overfishing.  The  first  is  the  settling  of  a  total  allowable  catch,  the  TAC,  to  limit  the  amoimt  of  fish 
that  can  be  takers  The  second  is  the  fact  that,  because  quota  as  a  "catch  ri^t"  is  private  property,  the 
owner  supposedly  has  economic  incentive  to  preserve  the  stocks,  in  healthy  and  plentiful  state. 


"  From  Greenpeace  Australia's  (1993)  Submission  to  the  Parliament  of  the  Commonwealth  of  Atistralia: 

Senate  Standing  Committee  on  Industry,  Science  and  Technology  'Enquiry  into  the  adequacy  of  Commonwealth 
Fisheries  Legislation'  15  March  1993. 

"  A  major  difficulty  with  the  NZ  ITQ  system  is  that  the  TAC  is  a  "sticky  ratchet",  easUy  put  up  but  hard 

to  bring  down.  In  cotuequence,  stocks  of  many  species  are  being  depleted  while  argimients  continue  over  the 
severity  of  the  depletions  and  the  economic  costs  of  any  reductions. 
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» 

Obviously  the  first  factor,  the  TAC-setting  process,  is  effective  in  terms  of  sustairuibility,  only 
if  the  limits  are  set  to  reflect  conservation  and  there  is  enforcement  In  the  absence  of  explicit 
indications  that  TACs  are  being  set  for  to  provide  for  spedes  £ind  marine  ecosystem  conservation  (and 
that  these  objectives  will  be  ptirsued  with  vigour,  private  property  ri^ts  in  a  market-oriented 
economy  are  unlikely  to  encourage  stock-conservation;  on  the  contrary  there  are  strong  incentives  to 
maximise  "net  present  vjilue"  through  fishing  down  existing  stocks,  then  moving  capital  into  new  areas 
of  economic  activity.  Observation  of  fishing  activity  in  New  Zealand  over  recent  years  does  indeed 
sugggest  that  far  from  fostering  an  attitude  of  husbanding  renewable  but  finite  fisheries  resources, 
much  of  the  industry  appears  to  be  in  a  "feeding  frenzy"  -  seemingly  oiUy  interested  in  maximising 
short-term  profits.  Several  factors  may  be  contributing  to  this  behaviour,  including  uncertainties  about 
future  quota  allocations,  and,  with  non-quota  spedes,  the  "race  for  catch  histories".  However  the 
underlying  point  is  that,  with  private  property  under  competitive  conditions,  it  becomes  a  race  to 
translate  fish  into  dollars. 

The  market  economy  is  built  arotmd  rates  of  return  on  investment  which  are  considerably 
higher  tlun  the  reproductive  capadty  of  most  fish  spedes  (Rogers,  1992).  The  large  companies  miiy 
see  the  fish  merely  as  an  input  for  generation  of  profits  and  their  corporate  capital;  they  are  more 
driven  by  this  year's  balaiKe  sheet,  return  on  investment,  and  pressure  from  shareholders  than  by  the 
health  of  the  stocks  next  year  or  in  five  years'  time.  There  is,  under  these  conditions,  the  real 
possibility  of  de  facto  cartel  operations,  where  the  industry  operates  collectively  to  deplete  particular 
fisheries,  then  moving  on  to  other  spedes  (or,  in  the  case  of  some  corporates,  diversifying  into  non- 
fishing  sectors  or  exiting  from  fishing  altogether).  The  treatment  of  orange  roughy  (as  discussed 
below)  somewhat  fits  this  pattern. 

In  New  Zealand  at  present,  most  of  the  quota  has  been  aggregated  to  the  bigger  companies 
(essentially  three  ownership  groups  at  present).  For  those  small  scale  fishers  left,  who  still  have 
suffident  quota  to  be  independent  or  free  agents,  the  "race  for  fish"  actually  becomes  more  intense. 
One  of  the  supposed  positive  aspects  of  the  ITQ  system,  from  a  conservationist  stance,  was  that 
because  fisheers  each  had  their  secure  catch-right,  the  actual  fishing  activity  became  non-competitive 
in  nature  because  fishers  no  longer  had  to  "race  for  fish"  and  compete  with  each  other  under  open- 
access  conditions.  However  this  seems  not  to  have  occurred.  During  the  Fisheries  Tour  in  late  1992, 
views  were  expressed  to  the  author  by  many  small-scale  fishers  that  in  fact  they. 

"are  far  more  competitive  than  eoer,  [they]  catch  their  awn  quota  as  soon  as  possible  - 
planning  the  season  is  nonsense,  [they]  have  to  get  the  fish  when  they're  there.  Then,  once 
their  own  qihta  has  been  caught  [they]  lease  what  [they]  canfivm  the  contpanies  and  catch 
that  too.  Getting  the  money  —  that's  what  couTttsI' 

Those  who  don't  have  their  own  quota  lease  it  from  companies  that  do.  Officers  from  the 
MAF  seem  to  believe  that  some  fishers  actually  prefer  this  arrangement  —  being,  in  effect,  suppliers 
to  quota-holders  -  because  then  they  don't  have  to  worry  about  quota  balaiu:ing.  On  the  other  hand. 
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the  possible  frustration  of  being  tied  to  the  wharf  in  ideal  catching  conditions  waiting  for  a  promised 
CAAQ  (authorising  Catch  Against  Another's  Quota),  would  seem  to  work  against  this  being  an 
attractive  arrangement  So,  too,  would  the  operations  of  quota-brokers,  and  non-fishing  owners  of 
quota  leasing  it  at  exhoibitant  rates  to  fishers.  It  may  be  that  many  of  the  small  f^ers  are  effectively 
trapped  into  such  arrangements,  as  the  cost  of  purdiasing  sufficient  quota  to  avoid  dependence  on 
(if  not  servitude  to)  the  larger  quota-holding  companies,  is  prohibitive. 

At  any  rate,  when  it  comes  to  leasing  quota,  all  conservation  incentive  is  lost;  the  fishers  are 
no  longer  stakeholders  but  become  mere  units  of  production.  To  give  one  example  of  how 
profitability  pressures  may  work,  the  1992  snapper  working  group  was  informed  that  the  then-current 
lease  price  for  snapper  was  $3.00  /kg.  The  landed  price  for  domestic  quality  snapper  was  $3.50.  the 
residual  of  .50c  /kg  is  insufficient  to  cover  ruiming  costs,  fuel  maintenance,  let  alone  labour.  On  the 
other  hand  if  they  brought  in  snapper  for  the  higji  quality  Japanese  "iki  jimi"  market  it  fetched  $8.00 
-  $9.00  /kg.  With  the  urge  to  maximise  financial  returns  in  order  to  cover  costs,  there  is  a  huge 
economic  incentive  to  high  grade.  The  ten^tation  is  either  to  dvunp  domestic  quality  snapper  or  sell 
it  on  the  black  market,  rather  than  take  the  financial  loss. 

Behind  these  various  ups  and  downs  of  current  fisheries  practices,  the  question  renuuns  of 
whether  prwate  property  rigjits  and  sustainability  goals  can  in  reality  be  made  coir^atible  with  each 
other.  It  is  a  fundamental  assvunption  of  our  "liberal"  capitalist  traditions,  that  owners  of  private 
property  are  fr^  to  use  it  to  make  a  profit  from  it,  based  on  the  values  set  by  the  market  for  inputs 
and  outputs  of  a  production  or  harvesting  venture.  Yet,  the  market  considers  only  a  narrow  range 
of  values  and  tends  to  ignore  conservation  values,  both  the  intrinsic  values  and  the  needs  of  future 
generations. 

It  is  very  dear  that  the  major  proponents  for  ITQs  assume  that  it  is  their  luiture  as  an  exclusive 
property  right  that  enables  an  ITQ  regime  to  overcome  the  problems  of  open  access  and  other  fisheries 
management  systems.  Scott  (1989),  Keen  (1988)  and  Ackroyd  et  al  (1990),  for  example,  all  argue  that 
the  logical  development  of  the  quota  management  system  is  to  make  ownership  of  quota  closer  to  land 
ownership,  which  (as  Scott  argues)  is  the  paradigm  of  private  property  rights.  In  this  regard, 
however,  it  is  instructive  to  consider  some  of  the  environmental  problems  of  erosion,  eutrophication, 
hazardous  waste  contamination,  and  ruiture  conservation  faced  currentiy  in  land  management  in  New 
Zealand.  For  example,  we  have  seen  the  widespre"ad  elimination  of  private  indigenous  forests  without 
much  practical  consideration  of  the  envirorunental  impacts.  Few  private  property  owners  have  given 
paramount  weight  to  the  impacts  on  future  generations,  the  intrinsic  values  of  the  forest  ecosystem, 
or  the  reduction  in  spedes  and  ecosystem  biodiversity  (cf.  Eco  submission  to  Fisheries  Act  Review). " 


"  This  sort  of  situation  has  recently  been  highlighted  by  the  continuing  controversy  in  New  Zealand  over 

a  farmer,  frustrated  at  being  unable  to  settle  a  compensation  agreement,  felling  800  year  old  rimu  (an  indigenous 
species)  trees  adjacent  to  the  scenic  West  Coast  highway  (NZ  HemU,  27, 28, 29  May,  1993).  Ownership  of  private 
property  does  not,  in  itself,  safeguard  the  long  tenn  conservation  of  a  spedes  or  ecosystem  any  better  than  open 
access;  on  the  contrary  it  may  merely  allocate  the  profits  of  exploitation  to  the  owners.  As  a  secondary 
consideration,  it  should  be  noted  that  for  an  ITQ  system  to  achieve  economic  efficiency,  the  quota  market  must 
function  efficiently!  Lindner  (1990)  shows,  however,  that  at  least  early  in  the  QMS  there  was  a  failure  of  arbitrage; 
and  it  could  be  inferred  from  Kenyon  (1992)  that  this  is  stiU  the  case.  Anderson  (1991)  notes  that  under  certain 
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What  the  advocates  of  private  property  regimes  seem  often  to  overlook  is  that  the  critical 
factor  for  conservation  purposes  is  the  effectiveness  of  restrictions  placed  on  the  manner  in  which  a 
resource  or  product  held  as  "private  property",  prohibiting  its  use  in  any  ways  iiKompatible  vnth  the 
conservation  goals.  This  tug-of-war  is  very  plain  in  the  fisheries.  It  is  a  popular  perception  that  the 
award  of  quota  somehow  gives  a  property  right  over  the  fish  themselves,  and  not  just  some  limited 
harvesting  rights.  Legally,  the  situation  is,  as  Clark  and  Duncan  (1986)  put  it: 

'The  transferable  property  right  allocated  to  fishers  is  in  thefiirm  of  a  right  to  harvest  surplus 
production  fi-om  the  stocks.  A  harvesting  right,  as  opposed  to  a  property  right,  is  an 
important  distinction  constitutionally,  and  has  been  embodied  in  the  legislation  implementing 
the  system  of  ITQs.' 

The  first  point  at  issue,  at  present,  is  whether  the  TACs  are  being  set  and  enforced  in  a  way 
consistent  with  long-term  species  sustairiability;  and  the  honest  answer  seems  probably  not  The 
second  point  at  issue,  at  present,  revolves  around  who  has  the  "rights  of  access"  to  the  fish  — 
presuming,  for  the  sake  of  argviment,  that  an  underlying  sustainability  criterion  has  been  agreed.  So, 
for  example,  the  award  to  Maori  of  20%  of  quota  for  any  species  newly  brought  under  the  QMS,  is 
represented  as  a  Treaty-right  In  a  related  way,  there  are  arguments  as  to  whether  commercial  quota- 
holders  should  have  to  pay  the  Crown  for  obtairung  or  continuing  to  hold  cl^-|fQ-satch  right  (<ind  if 
so,  how  much).  In  effect,  these  are  questions  of  entitlement  to  the  streams  of  revenues  obtainable 
through  fish  harvesting.  A  legal  opinion  obtained  by  the  Fishing  Industry  Board  (FIB)  in  early  1993, 
sought  specifically  to  counter  the  belief  that  the  Crown  owned  the  resource  aiui  therefore  could  charge 
resource  rents  and/or  require  payment  for  initi<d  pvuchase  of  quota  from  the  Crown  (as  new  species 
were  brought  under  the  QMS)  as  it  saw  fit  This  opinion  (which,  it  should  be  noted,  has  not  so  far 
been  tested  in  the  courts)  stated  that  "The  Crown's  right  to  maiuige  and  conserve  the  fishery  resource 
derives  from  obligations  imposed  on  it  by  vjuious  statutes,  and  i\ot  from  any  inherent  property  or 
ownership  of  the  fishery  resource  itselT  (Anon,  1991).  However  it  mig^t  equally  be  asserted  (though, 
again,  the  legal  basis  for  such  a  view  is  not  tested)  that  the  Crown,  as  agent  for  the  "public  interest," 
has  the  authority  of  k<utiakitanga  over  all  fish  and  habitats  not  specifically  in  Maori  hands,  and  that 
the  "free"  access  enjoyed  by  many  users  to  non-quota  species  imder  the  permif  system  or  as 
recreatiorial  users,  has  been  merely  a  privilege  based  on  mutual  convenience  rather  than  any  sort  of 
private  "property  right". 

Legal  niceti^  put  aside,  the  bottom  line  for  conservation  purposes  is  that  any  award  of  a 
"private"  right  to  utilisation  of  fish  and  fisheries  be  subordir\ated  to  a  presvuned  "public  interest"  in 
species  and  ecosystem  sustainability.  This  subordination  is  not  unambiguously  achieved  in  the  present 
marugement  process. 


circumstances  (e.g.  cost  minimization  manipulation)  the  markets  for  fish  quota  might  be  expected  to  "faU"  in  the 
same  ways  that  markets  in  "pollution  permits"  can  faiL 
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43         The  TAC-Setting  Process  in  Practice. 

For  conservation,  in  theory,  the  crux  is  the  setting  of  Total  Allowable  Catches  (TACs).  In 
practice  the  ethos  of  the  resource  users  b  equally  critical  Gilbert  (1991)  arguSs+that  the  prevailing 
ethos  in  the  industry  is  inconsistent  with  the  requirements  for  harvesting  at  sustainable  levels  of  a 
renewable  but  finite  resource  -  rather  being  characterised  by  a  desire  to  maximise  catch,  to  utilise  ever 
more  powerful  fishing  gear,  a  feeling  that  there,  are  always  new  fisheries  and  new  grounds  to  be 
discovered  and  an  expectation  that  the  government  wrill  help  out  if  things  get  bad.  He  sees  this  ethos 
as  "the  most  important  determinant  of  the  future  performance  of  any  new  fisheries  management 
regime".  An  aspect  of  it  is  quota-holders'  very  short  term  view,  where  immediate  profits  are  valued 
more  hi^y  than  long-run  profits  (Gilbert  1991).  In  this  context,  the  TAC-setting  process  becomes  one 
stage  in  the  "race  for  fish". 

The  TAG  setting  process  is  ostensibly  transparent  with  opportunity  for  all  interest  groups  to 
participate.  Effective  partidpatioiv  however,  requires  time  and  money,  and  specialised  expertise  — 
all  of  which  are  scarce.  With  sizeable  profits  at  stake,  the  large  commercial  users  have  both  iiKentive 
and  peamiary  capability  to  play  a  dominating  role  in  the  process.  They  caiv  and  do,  contract  the 
expertise  of  the  "best"  consultants  in  the  world  for  their  purposes.  (IDepending  on  whether  industry 
or  conservationists  are  making  the  assessment,  these  are  those  most  able  to  assist  NZ  scientists  reach 
the  right  recommendations,  or  those  most  able  to  undermine  the  validity  of  MAF's  research  and  talk 
up  the  quota.) 

This  "weight"  of  commercial  interests  contending  with  the  "neutral"  and  "objective"  MAF 
scientists  is  only  partially  balanced  by  die  commitment  and  enthusiasm  of  conservation  participants. 
The  "open"  and  "contestible"  process  becomes  contentious  and  at  times  acrimonious  (though  also,  very 
occasionally,  even  cooperative).  Working  groups  of  MAF  scientists  with  representatives  of  Maori, 
conservation,  recreational  fishing,  the  Federation  of  Commercial  Fishermen  and  the  Fishing  Industry 
Association  work  through  the  current  research  and  determine  the  issues  to  be  addressed  and  methods 
to  be  used. 

Up  to  this  stage,  the  TAG  setting  process  is  at  least  nominally  "objective";  methodologies  are 
hotly  peer  reviewed,  biological  data  inputs  standardised  and  anecdotal  information  although 
admissible,  weighed  carefully.  Where  clear  agreement  has  not  been  reached  in  these  working  groups, 
TAG  recommendations  then  go  to  the  Plenary  for  review  and  further  debate  at  which  point  economic 
or  even  sodo-economic  information  may  be  considered.  The  plenary  which  may  take  up  a  complete 
week  is  a  more  formal  process,  usually  with  more  complete  representation  than  the  working  groups, 
with  discussion  recorded  and  fuller  minutes  kept  This  results  in  a  report  (e.g.  Annala  1992, 1993  in 
the  two  most  recent  rounds)  which  is  circulated  to  all  the  interest  groups  which  reviews  the  fishery, 
the  biology,  yield  and  stock  assessment  data  and  the  recommendations  from  the  working  groups  or 
the  plenjiry  for  each  of  the  spedes  in  the  QMS  system. 

But  from  this  point  on,  although  consultation  continues,  transparency  becomes  translucent  at 
best;  instead  of  information  being  freely  available  to  all  it  becomes  increasingly  obscured  by 
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"commercial  sensitivity".  The  fishing  industry  has  its  own  consultations  with  MAF  in  the  TACC 
Council  and  other  groups  have  theirs  in  the  non-Commerdal  User  Groups'  Consultations.  While 
industry  is  invited  to  the  latter  they  tend  not  to  attend,  while  the  TACC  Council  is  dosed  to 
non-commercial  users.  MAF  do  attempt  to  convey  the  attitudes  of  each  party  to  the  others  and 
confirmed  minutes  are  released  to  each  group.  The  process  finishes  with  a  final  round  of  submissions 
to  the  Minister  and  consultation  with  him.  The  Minister  then  makes  his  decision  on  TACs,  guided 
by  the  NZ  Fisheries  Act  (1983  and  amendments).  The  long  title  of  this  Act  indicates  that  the  purpose 
is  to  "conserve,  enharure,  manage  and  allocate  the  fisheries  resources".  The  Act  requires  the  Minister 
to  consult  and  set  the  TAC  having  regard  to  Maori,  traditional  and  recreational  fishing  aiul  then 
allocate  the  Total  Allowable  Conunerdal  Catch  (TACQ.  In  parallel  vdth  this  formal  process,  the 
Minister  is  lobbied  by  Cabinet,  Treasury,  industry  and  indeed  any  other  party.  The  outcome  is  that 
often  despite  strong  scientific  recommendations  for  a  substantial  reduction  in  TACC  (e.g.,  Chatham 
Rise  orange  rougjiy  over  recent  years),  the  Minister  may  be  persuaded  to  leave  the  TACC  unchanged. 
Sissenwiiie  and  Mace  (1992)  coiudude,  on  the  basis  of  a  comparison  of  stock  assessment  data  and 
TACs,  that  in  actual  practice, 

TACs  are  not  dosdy  tied  to  the  best  available  assessments  cfthefisheries  resources,  nor  are 
catches  strongly  controlled  by  the  TACs.  Some  valuable  stocks  have  probably  declined  in 
abundance.  To  date,  the  track  record  cf  the  FTQ  management  with  respect  to  conservation 
is  not  good.'  , 

Politicking  aside,  there  are  a  number  of  further  flaws  in  the  TAC-setting  procedures.  First, 
the  single  spedes  sdence  being  used  tends  to  ignore  the  evolution  of  the  ecosystem  at  large.  It  is  not 
knowiv  for  example,  what  consequeiKes  the  taking  of  so  much  orange  roughy  has  for  the  food  supply 
of  sperm  whales.  Second,  research  is  not  evenly  spread  across  the  ecosystem  or  even  across  all  quota 
species,  let  alone  all  exploited  spedes. 

Up  imtil  now,  research  has  been  heavily  biased  toward  the  most  economically  profitable 
stocks.  For  some  spedes,  hoki  and  orange  roughy  in  pjirticular,  the  sdeiu:e  used,  especially  with  the 
cut  and  thrust  of  industry  consultants  is  leading-edge.  For  others,  snapper  and  rock  lobster,  for 
example,  there  is  half  a  century  or  more  of  research  induding  reasonable  time  series  data.  For  many 
other  spedes  there  is  virtually  orUy  landings  data  and  where  these  have  significant  commercial  value 
industry  rails  for  the  colloquially  known  "suck  it  and  see"  process  otherwise  termed  "adaptive 
maiuigement".  By  far  the  greatest  research  funding  currently  goes  on  two  spedes,  hoki  and  orange 
roughy,  which  togett\er  accounted  for  between  25  arui  33%  of  the  total  marine  fisheries  research 
budget  for  the  1990  financial  year,  induding  vessels,  support  services,  administration  and  overheads 
(MAF  1991).  This  locks  the  research  process  into  a  single-spedes  focus,  from  a  standpoint  more  of  the 
commercial  (revenue-stream)  implications  than  the  more  fundamental  sustairtability  concent  of 
ecosystem  impacts,  spedes  conservatioiv  and  social  equity. 
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4.4         The  Cases  of  Orange  Roughy  and  Snapper. 

The  history  of  ttte  orange  rou^y  fishery,  particularly  on  the  Chatham  Rise,  is  paradigmatic 
of  the  TACC  setting  process.  A  deepwater  spedes  scarcely  known  fifteen  years  Sff^,  longlived  (nuiybe 
up  to  150  years),  rougjiy  are  slow  growing  and  slow  to  reach  maturity.  They  have  low  fecundity,  are 
deep  aggregating,  associated  with  deep  pirmade  benthos,  and  are  prey  for  whale,  shark  and  giant 
squid.  For  almost  all  its  commercial  history,  Ashing  for  roughy  has  been  managed  by  the  ITQ  system. 

At  a  research  confererrce  in  1983  organised  by  the  Fisheries  Research  Division  (FRD)  of  MAF, 
all  the  interest  groups  recommended  a  conservative  approach.  This  was  a  new  resource  (Le.  newly 
discovered,  for  all  practical  purposes),  apparently  bigger  than  anyone  would  have  imagined.  Aware 
of  fishery  depletions  and  collapses  overseas,  everyone  -  induding  various  industry  sectors  and  MAF's 
policy  and  research  sections  —  advocated  caution  to  ensure  the  same  mistakes  were  not  made  with  this 
fishery.  The  oiJy  dissent  was  from  Gordon  Broadhead,  a  keynote  speaker,  who  suggested  that  quota 
be  increased  to  test  productivity  of  the  resource  stock  (Taylor  &  Baird  1983,  p.44).  But  even  he 
cautioned  that  the  ability  to  reduce  fishing  effort  quickly  was  essential 

Had  the  exploitation  of  orange  roughy  stocks  been  regulated  with  a  precautioiwry  approach, 
environmental  impact  studies  would  have  been  tmdertaken  and  conservative  setting  of  TACCs  would 
have  allowed  both  for  imcertainties  in  the  sdentific  knowledge  and  for  easy  rectification  of  any 
mistakes.  Instead,  the  fishery  was  opened  up  like  a  gold-rush  bonanza.  In  simple  terms,  "Roughy  was 
the  engine  that  developed  the  deepwater  fishery"  (McFarlane,  FIB,  pers  com,  1992).  Ten  years  on, 
however,  the  Chatham  Rise  roughy  fishery  off  the  East  Coast  of  the  South  Island  is  severely  depleted, 
and  the  stock  on  the  Challenger  Plateau  (off  the  West  Coast  of  the  South  Island)  is  offidally  regarded 
as  collapsed  (Sarwon,  Office  of  the  Parliamentary  Commissioner  for  the  Environment,  pers  com,  1992). 
Factors  other  than  the  ITQ  system  itself  can  be  blamed.  The  resource  in  the  Challenger  Plateau  is  a 
"straddling  stock".  What  this  means  is  that  the  boundary  of  New  Zealand's  EEZ  and  hence  -  prior 
to  bilateral  agreements  with  Australia  and  Japan  —  of  New  Zealand's  fisheries  management 
jurisdiction,  cuts  through  the  middle  of  the  spawrung  area.  So  the  collapse  can  be  attributed  to  the 
"foreigners"  —  for  example,  the  frequently  dted  Australian  vessel  (or  vessels)  that  caught  a  "deck  load" 
just  outside  the  EEZ,  then  towed  another  full  net  across  the  Tasman  ordy  to  dump  it ".  Also,  there 
was  the  rather  ill-concdved  sdentific  "experiment"  in  198&-88,  involving  a  quota  swap  to  ease  pressure 
on  the  Chatham  Rise  stock  —  doubling  the  Challenger  Plateau  TACC  with  disastrous  results. " 

It  is  harder,  however,  to  find  such  mitigating  factors  for  the  failure  of  the  TACC  setting  system 


"  A  "deck  load"  is  where  tiie  hold  is  filled  to  capacity,  then  further  fish,  as  much  as  tfie  skipper  dare  within 

—  or  beyond  —  the  safety  limits  of  the  vessel,  is  loaded  on  the  deck,  in  the  hope  of  reaching  port  before  the  fish 
spoils  and  gaining  extra  profits. 

°  Between  the  1985-86  season  and  1987-88,  the  TAC  for  orange  roughy  on  the  Challenger  Plateau  (ORH  7A) 

was  increased  from  6,190  tonnes  to  12,000  tonnes  but  subsequently  reduced  to  2,500  in  1989-90  and  1,900  in 
1990.^1.  Total  catch,  inside  and  outside  the  EEZ,  peaked  at  an  estimated  12,181  tonnes  in  1987-^,  but  by  1990-91 
had  fallen  to  1,357  tonnes  (Aimala  1992,  p.l43). 
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in  managing  the  orange  roughy  stock  on  the  Chatham  Rise.  For  the  1991-92  season,  the  scientists 
aigued  that  achievement  of  the  goal  that  the  fishery  be  sustainable  required  that  the  TAC  be  reduced 
to  something  like  8,000  tonnes.  The  Minister  left  the  TAC  that  year  at  23,787  tonnes,  almost  3  times 
the  recommended  level.  Greenpeace,  believing  this  TACC  decision  to  be  contrary  to  the  Fisheries  Act, 
considered  requesting  a  judicial  review.  However  they  decided  instead  to  take  the  compkiint  to  the 
Parliamentary  Comissioner  for  the  Environment  Her  report  viiuiicated  the  Greenpeace  concerns,  arul 
contains  a  legal  opinion  that  the  decision  was  imlawful  on  four  counts."  Court  action  was 
considered,  but  the  legal  costs  involved  are  too  high.  (This  means  that,  in  effect,  for  conservation 
groups  the  TAC-setting  process  is  not  contestable.) 

At  present,  only  the  discovery  of  new  orange  roughy  grounds  maintains  present  catch  rates, 
and  there  is  little  indication  that  orange  roughy  stocks  are  regenerating  significantly  in  the  areas 
already  fished  out 

As  orange  roughy  becomes  depleted,  the  oreo  dories  look  like  becoming  the  next  in  line. 
There  are  three  spedes,  although  they  are  fished  as  one;  and  even  less  is  known  about  their  life  cycles 
and  biology  than  about  orange  roughy. " 

A  history  of  a  slighUy  different  sort  is  provided  by  the  largest  sruipper  fisheries,  those  in 
Quota  Maixagement  Areas  1  &  8  (SNAl,  SNA8).  These  stocks  are  believed  by  fisheries  sccientists  to 
be  only  about  half  the  biomass  required  to  produce  the  level  (maximium  sustainable  yield:  MSY)  set 
by  the  Fisheries  Act.  This  is  despite  the  restructuring  that  took  place  with  the  introduction  of  the  ITQ 
system  to  protect  this  major  spedes,  just  six  years  ago.  Fart  of  the  problem  has  been  the  decisions  of 
the  Quota  Appeal  Authority  (QAA)  which  has  iiurreased  quota  over  arul  above  the  TAC  For  the 
Auckland  Area  (QMAl)  the  TAC  was  set  at  4,710  tormes  in  1986-87  a  reduction  from  reported 
landings  between  6,000  and  7fi00  tonnes  in  the  years  just  prior  to  the  ITQ  system  but  by  1990-91  QAA 
decisions  had  increased  the  TAC  by  1,222.446  tonnes  (around  26%),  about  110  tonnes  more  than  the 


°  The  following  is  the  pertinent  section  of  Dr.  Graham  Taylor's  legal  opinion  (dted  in  Hughes  1992): 

"Validity  of  the  Ministe/s  Decision  Section  54.  If  the  interpretation  of  MSY,  TAC  and  TACC  advanced  in  this  opinion  are 
correct,  there  appear  to  be  several  errors  in  the  Minister's  1991-1992  decision.  First,  the  advice  that  he  had  discretion  in 
fixing  the  TACC  was  wrong.  In  so  far  as  his  decision  was  made  applying  that  advice,  it  was  unlawfuL  Secondly,  the  advice 
that  he  could  move  from  an  over-MSY  take  dawn  to  tASY  in  stages  over  time  was  vmmg.  In  so  far  as  he  acted  on  that 
advice  his  decision  was  unlawful.  Thirdly,  the  advice  was  that  8,000  tonnes  was  the  maximium  that  could  be  taken  yet  stUl 
leave  the  fishery  with  a  better  than  even  chance  of  surviving,  MSY  was  std)stantially  lower.  In  so  far  as  the  Minister 
accepted  that  view  but  fixed  a  TACC  starting  from  a  higher  figure  than  8,000  tonnes,  the  decision  was  unlawful.  Fourthly, 
if  the  Minister  determined  that  TAC/MSY  was  over  23,787  tonnes  as  he  must  have  to  fix  a  TACC  of  that  amount,  there 
was  nothing  that  I  have  read  to  support  that.  There  may  have  been  something  before  him  which  I  have  not  seen  which  would 
support  that  determination,  but,  if  not,  the  determination  was  unreasonable  arul  the  resulting  TACC  unlawfuL" 

"  The  distribution  of  oreo  dories  is  not  well  known ' Annala  1992),  but  they  are  often  found  in  conjunction 

with  orange  roughy  fisheries.  Both  are  aggregating,  deepwater  spedes  found  on  pinnades.  In  some  places,  for 
example  the  southern  side  of  the  Chatham  Rise,  fishers  do  not  know  whether  they  are  catdung  predominantly 
roughy  or  dory  until  the  net  surfaces.  Recognising  that  targetting  orange  roughy  on  the  soutti  Chatham  Rise 
could  result  in  an  overrun  of  the  dory  TACC  the  Minister  increased  the  oreo  TACC  for  the  1992-93  season.  He 
wanted  to  reduce  the  fishing  effort  for  orange  roughy  on  the  north  of  the  Rise  and  distribute  that  effort  to  the 
south  of  the  Rise  and  elsewhere.  This  increase  was  also  In  partial  compensation  for  the  reduction  in  orange 
roughy  3B  TACC,  but  it  was  made  despite  the  high  uncertainty  in  the  biological  information  for  oreos. 
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previous  reduction. " 

Qearly,  for  each  of  Aese  fisheries,  the  ITQ  system  has  not  met  the  criteria  for  conservative, 
proactive,  precautionary,  aocotmtable  and  contestable  fisheries  management  that  Greenpeace  and  other 
environmentally  concerned  groups  advocate.  Gjmmerdal  fishers  do  know  njfcit  is  happening. 
Moreover,  some  fishing  practices  that  are  "rational"  under  the  ITQ  system  contribute  irassively  to 
resource  wastage.  Frequendy  50%  of  a  trawled  catch  goes  overboard,  aiwl  often  the  discard  ratio  when 
there  are  a  lot  of  juveniles  caught  may  be  as  hi^  as  8  cases  discarded  for  every  one  kept  (fishermaiv 
persorud  communication).  The  determinant  of  such  behaviotir  is  that  the  company  needs  the 
marketable  fish  notwithstanding  the  wastage.  The  waste  has  zero  value;  and  dumping  it  is  zero  cost 
to  the  fisher.  Under  the  previous  system  of  input  controls,  such  wasteful  fishing  was  actually  illegal 
It  was  argued  at  the  time  of  introducing  the  QMS,  that  the  ITQ  system  would  prevent  such  wasteful 
practices,  since  if  unmarketable  q>edes  were  being  caught,  both  immediate  economic  iiKentive 
(profitable  fishing)  and  long-term  husbandry  interests  would  motivate  a  shift  to  other  fishing  grounds. 
It  can  be  seen  with  hindsight  that  irtstead,  the"immediate  short-term  necessity  to  get  that  low  fraction 
(however  low  it  is)  of  commercial  fish  overrides  other  longer  term  coivsiderations.  The  conservation 
incentives  alleged  by  proponents  for  TTQs  are  absent 

In  the  southern  North  Island  Snapper  fishery  (SNA2)  tiiere  have  been  annual  ovemms  of  the 
total  allowable  commercial  catchTACC  of  11%  (1987-88),  33%  (1988-89),  118%  (1989-90),  147%  (1990-91) 
and  even  more  this  last  (1991-92)  season.  Indeed  the  indication  is  that  despite  an  increase  in  the  TAC 
and  a  stem  warning  from  the  Minister,  the  current  season's  overrun  is  again  likely  to  be  excessive. 
Qearly  the  TACC  has  not  restrained  the  fishing  to  the  extent  intended.  The  fishermen  say,  "If  there's 
fish,  you  catch  fishP  (Hudson  1992).  In  this  fishery,  once  past  the  begiiuiing  of  the  season,  snapper 
is  predomiiumtiy  a  by-catch  (Le.  a  non-target)  spedes.  Many  fishers  believe  that  the  TACC  is  set 
uiuiecessarily  low  in  relation  to  the  abundance  of  snapper.  But,  whatever  the  "sustainable"  levels  of 
srwpper  migjit  be,  it  is  plainly  not  the  ITQ  system  as  such  that  is  managing  this  fishery. 

4S         Fine-tuning  tiu  Quota  System. 

In  each  of  the  cases  mentioned  above,  the  TAC  based  on  the  best  scientific  advice  has  not 
limited  the  level  of  harvesting  in  the  fishery.  However  the  difficulties  with  the  QMS  do  not  relate 


"  In  a  detailed  article  evaluating  Ihe  Quota  Appeal  Authority  and  answering  the  criticsins  commonly  made 

of  duit  process,  Peter  Stevens  (former  trawlerman  and  President  of  the  Federation  of  Commercial  fishermen)  states 
(in  Stevens  1992)  that  'It  is  correct  that  the  QAA  has  allocated  quite  a  significant  amount  of  quota;  however  it  needs 
to  be  noted  that  often  this  has  been  after  discussion,  negotiation  and  agreement  between  the  appellant  and  MAF  mth  the 
QAA  simply  confirming  the  agreement  made  andformdOy  making  the  allocation.  For  example  in  the  case  of  snapper  in  Area 
l.ofa  total  of  1,659.740  tonnes  cf.-  Igross  quota]  aOocoted  by  the  Authority.  1,184.80  tonnes  was  allocated  as  a  result  of 
agreements  made  between  appellants  and  MAF.  Only  a  quarter  of  the  total  amount  allocated,  some  474340  tonnes  was 
allocated  by  the  QAA  after  a  contested  hearing.'  The  actual  quota  issued,  for  this  snapper,  1,222.4  tonnes  is  gross 
quota  less  the  cuts/reductions  applied  to  the  quota  originally  granted  in  1986.  Steven's  biggest  criticsm  is  that 
experienced  and  respected  fishermen  should  have  been  on  the  Authority,  as  some  fishermen  "worked  the  system" 
and  got  more  than  tf\eir  reasonable  entitlement  Nevertheless  other  inequities  were  redressed  but  at  the  expense 
of  granting  mote  quota  dun  the  TAC  reductions  that  were  to  have  'saved  the  fishery". 
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only  to  the  limits  placed  (or  enforced)  on  individual  spedes.  There  is  also  the  prroblem  of  ecology, 
namly  that  species  are  not  really  separable  from  each  other.  Amongst  commercial  fishers,  quota 
balandng,  that  is,  the  matching  of  species  and  tonnage  caught  against  quota  held,  has  become  a 
serious  political,  practical,  and  finaiudal  issue.  Industry  has  claimed  that  natural  variation  in  the 
marine  envirorunent  —  especially  in  multi-spedes  fisheries  —  and  urKertainty  in  the  quota  market, 
mean  that  it  is  ru)t  always  operationally  possible  to  prevent  overfishing.  The  particular  species  mix 
that  comes  up  in  the  trawl  may  not  always  match  the  mixture  of  quota  held.  Nor  may  quota  of  the 
right  species  required  to  cover  the  balance  be  available  on  the  market,  for  any,  let  aions  commercially 
viable  or  affordable  cost 

There  are,  in  recognition  of  these  difficulties,  a  number  of  legitimate  procedures  for  deeding 
with  overruns  of  quota  and  "inadvertant"  by<atch.  Graeme  Kenyon  (1992),  a  fisherman  on  the 
executive  of  the  Federation  of  Commercial  Fisermen,  provides  a  good  account 

'Catdt  in  excess  of  quota  may  be  landed  upon  payment  to  the  ovum  of  a  fine  based 
supposedly  on  port  price ....  if  deemed  xxdues  are  set  low  enough  to  discourage  dumping,  some 
people  wUl  profit  from  ooercatching  (including  the  crown)  therdry  usurping  the  (^AS.  On 
the  other  hand  if  deemed  values  are  set  hig^  etwugh  to  make  otxr-catddng  unprofitable  then 
some  (if  not  all)  accidental  overcatdi  xoiU  tend  to  be  dumped,  thereby  usurping  the  catdt 

tnonitoring  system  and  ultimatdy  again  the  QMS The  verb  'to  deem'  has  acquired  a  new 

Tneaning  and  become  an  addition  to  the  regular  xoorking  vocabulary  of  some  fishermen.' 

Again,  it's  neat  enough  in  theory,  but  in  practice  what  it  means  that  another  layer  is  added 
to  a  rickety  structiire  that  is  vulnerable  to  all  sorts  of  manipulations.  One  exan^le  of  abuse  of  this 
system  is  the  fisher  who,  although  he  meets  permit  requirements,  has  ito  snapper  quota  yet  targets 
this  spedes  in  the  Auckland  Area  (QMAl),  and  then  steams  it  arourui  East  Cape  and  deems  it  sill  in 
Gisbome  (in  QMA2),  to  take  advantage  of  the  lower  surrender  value  there  (personal  comtmicadon  to 
the  author.  Fisheries  Tour  1992).  Or  since  the  profit  from  value-added  processing  outwdghs  loss  due 
to  deemed  value,  some  companies  vdll  not  hesitate  to  overcatch  if  this  is  necessary  to  meet  market 
contracts  (personal  communication,  ibid.). 

By-catch  may,  in  some  situatioi\s,  legciUy  be  traded-off.  This  works  as  an  altenuitive  to 
deemed  values.  What  happens  is  (Kenyon  1992)  that  "a  quaiitum  of  quota  of  a  spedes  normally 
caught  in  assodation  vdth  the  over-caught  spedes  is  reliiupiished".  There  is  some  complexity  in 
calculating  the  matrix  of  trade-off  ratios.  But,  Kenyon  argues,  if  fishers  cooperate  the  system  works 
well  and  without  Sct^ssws  administrative  effort  This  by-catch  trade-off  system  is  a  crude  attempt 
to  manage  a  mixed  spedes  fishery  as  a  system  rather  tiian  a  static  set  of  single  stocks.  It  can,  for  this 
reason,  be  seen  as  a  first  step  toward  an  "ecosystem"  approach.  It  is  a  desirable  mechanism  also, 
inasmuch  that  it  reduces  fishing  effort  (by  contrast  with  the  deemed  values  mechanism,  which  tends 
to  increase  catch  effort 

Further  provisions  for  flexibility  in  the  way  the  system  operates  are  the  CAAQs  and  FAAQs. 
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These  are  provisions  for  Catching/Fishing  Against  Another's  Quota,  agreements  between  a  Bsher  and 
a  quota  holder  so  that  the  former  may  use  some  of  the  tatter's  quota  for  a  specified  time  or  as  a  means 
of  dealing,  short  term,  with  bycatch  for  which  the  fisher  does  not  have  quota.  Last  (but  not  necessarily 
least)  there  are  limited  over-fishing  rig^  —  essentially  10%  ovos  and  tmders  —  that  allow  a  10% 
annual  carry-over  of  quota  from  one  season  to  the  next  ^ 

As  these  brief  indications  suggest;  the  quota  system  has  now  reached  a  point  of  hi^ 
complexity,  with  sud\  great  information  requirements  (for  both  fishers  and  administrators)  that  much 
of  the  required  moitthly  quota  balancing  is  very  overdue!  The  time  costs  of  managing  catd\  records 
and  the  documentation  for  compliance,  have  become  a  major  burden,  especially  for  the  independent 
fishers. 

As  well  as  legal  means,  tfiere  are  also  nimierous  iUegal  opportunities  that  contribute  to  total 
catches  beuig  well  in  excess  of  individual  quotas  and  TACs  for  eadi  management  area/spedes.  The 
desire  to  avoid  the  administrative  hassles  and  to  maximise  profits  from  limited  hold  space  or  other 
operational  exigencies,  provide  iiKxntives  from  discarding  lower-valued  fish  of  either  targeted  or 
by-catch  species  at  sea,  or  ovemmning  quota  and  not  declaring  it  through  to  deliberate  poaching  and 
blackmarketing. 

4£         Social  Etpdty  and  Distributional  Issues. 

Since  most  of  the  quota  have,  over  the  past  decade,  been  aggregated  to  the  larger  companies 
(FIB  1992),  and  the  smaller  companies  progressively  taken  over,  there  are  now  relatively  few 
independent  fishers.  (This  is  apart  from  the  rock  lobster  and  paua  fisheries,  where  localisation  still 
favours  small-scale  operations.)  Informants,  in  Northland  particularly,  stated  tfuit  before  the  QMS  was 
implemented  tfiere  were  many  fishers  working  from  the  area,  whereas  now  there  are  only  a  few 
(personal  communication.  Fisheries  Tour).  From  Russell,  for  example,  they  estimated  about  one 
hundred  worked  the  local  coast  over  the  summer  snapper  season,  now  there  are  two.  Further  north 
there  were  twelve  working  from  one  bay;  there  are  just  two  now.  The  fish  are  still  caught  in  these 
areas,  but  almost  exclusively  by  much  larger  vessels  operating  from  the  main  centres  for  the  larger 
companies. 

The  quota  required  to  support  one  long-line  boat  for  one  year  is  approximately  that  needed 
by  a  trawler  for  one  7  to  10  day  trip.  The  increase  in  jobs  shown  in  industry  statistics  (FIB  1992) 
involves,  in  large  part,  a  transfer  of  en^loyment  from  small-scale  more  independent  operators 
supporting  smaller  rural  businesses,  to  larger  scale  con^jany  vessels  supportir\g  factory  and  processing 
work  in  the  more  urban  centres.  The  local  people  no  longer  have  access  legally  to  the  fish  either  for 
jobs  or  (except  on  a  "recreational"  basis  or,  amor\gst  Maori,  for  "traditional  cultural  purposes")  for  food. 

Such  social  implications  of  the  introduction  of  the  ITQ  system  were  dear  to  the  planners,  who 
foresaw  that  reducing  catches  had  "obvious  economic  impacts,  reaching  far  beyond  the  individual 
fishers"  (Claik  and  Duncan,  1986).  MAF  was  corlcemed  about  the  likely  impact  on  fishing-dependent 
communities  and  in  1985  funded  a  short-term  contract  for  a  brief  sodo-economic  study  of  Northland, 
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(Fairgray  1986),  an  area  which  was  known  to  have  a  large  amount  of  small-scale  and  "informal"  fbhing 
activity  —  and  which  also  had  (and  still  has)  one  of  the  highest  unemployment  rates  in  the  country. 
This  study  concluded,  in  essence,  that  a  quota  allocation  strategy  which  gave  prefereiKe  in  effort 
reduction  to  maintaining  the  inshore  fishery  in  localities  where  fishing  is  of  the  greatest  importance, 
would  minimise  the  adverse  impact  of  fisheries  changes  in  the  Northland  area.  However,  having 
made  a  gesture  of  social  concern  with  this  brief  study,  which  had  no  further  follow-up,  those 
implementing  the  ITQ  system  behaved  as  Clark  arui  Duncan  (1986)  anticipated,  arguing  for  "the 
sanctity  of  the  policy  and  let  the  chips  fall  where  they  may".  In  practice  this  meant  not  just 
implementation  of  a  rigorously  "tradeable"  regime,  but  also  a  brazen  administrative  convenience  in 
excluding  altogether  the  many  "small  part-time"  fishers  from  the  quota  allocation.  It  was  this  double 
agenda  of  total  effort  limitation  and  industry  "rationalisation"  in  favovu:  of  the  larger  operators,  that 
was  the  mearung  of  these  authors'  stated  concem  that  "any  modifying  of  the  policy  will  work  to  the 
long  term  detriment  of  economic  efficiency  in  the  industry  and  lead  to  misallocation  of  the  resources" 
(ibid.).  Since  Clark  was  one  of  those  marugers  directly  responsible  for  introducing  system,  and 
Duncem  was  an  economist  with  the  FIB  at  that  time,  this  gives  dear  indication  of  the  conscious  biases 
of  the  policy,  and  lack  of  concem  for  social  justice  towards  the  small,  dispersed,  and  "part-time"  fishers 
at  the  time  of  introduction  of  the  ITQ  system. 

Since  the  irutial  "rationalisation"  of  1983/86,  there  has  been  coi\siderable  further  aggregation 
of  ownership  and  operations  vathin  the  commercial  industry.  (The  transfer  into  Maori  ownership  of 
Sealord  is  not  inconsistent  with  this  trend.)  Associated  vnth  this  trend  towards  increasing  aggregatiorv 
there  is  a  real  fear  amongst  some  of  foreign  control  if  not  actual  ovnxership  of  the  iiuiustry.  Numerous 
iiwndents  suggest  good  grounds  for  this  fear,  for  example  the  Director-General  of  MAF's  vnllingness 
to  grant  Sealord  permission  to  increase  foreign  share  ownership  to  40%,  prior  to  the  con^any's  sale 
in  late  1992;  news  that  fishers  were  securing  their  loans  from  Japanese  interests  with  their  quota;  * 
and  reports  of  the  conviction  of  an  "Australian-based  company"  for  misreporting  paua  landings. " 

Quite  apart  from  economic  and  employment  in^licatiohs,  foreign  ownership  or  control  is  of 
direct  conservation  concem  because  foreign  owners  have  neither  the  local  knowledge  nor  the  incentive 
to  preserve  the  stocks.  Their  operations  tend  to  be  large  and,  especially  when  operated  from 
considerable  distance,  less  ser\sitive  to  the  local  ecosystem  because  they  fish  all  over  the  world,  than 


"  Pullman,  the  NZ  HeroU  Fisheries  Reporter,  in  1991  wrote:   "Japanese  interats  have  been  accused  cf  using  a 

legal  backdoor  to  seize  control  of  New  Zealand  fish  quotas.  Foreigtiers  are  banned  from  awning  or  controlling  quota  but  up 
to  10  per  cent  cf  quota  in  the  main  snapper  fishery  is  thought  to  be  in  the  haruls  of  companies  that  are  backed  by  Japanese^- 
they  fear  that  once  quota  is  controlled  from  Tokyo,  New  Zealand  fish  companies  can  exped  lower  prices  for  their  catch.' 
Among  the  toans  wet*,  two  for,  respectively,  $NZ  2  million  and  $NZ  4  million  from  Nichimo,  one  of  Japan's 
largest  fish  and  marine  trading  houses.  These  were  made  to  two  Auckland  companies,  and  one  secured  the  loan 
against  39  tonnes  of  snapper  quota.  Legal  opinions  indicated  imcertainty  as  to  whether  such  a  debenture  actually 
transfered  ownership  of  quota,  and  the  government  held  an  urgent  enquiry  (ibid.).  This  is  nevertheless  indicative 
of  the  increasing  prospect  of  foreign  controL 

"  As  reported  in  the  Southland  Times:  "MAF  sought  forfeiture  of  [13  tonne]  $1.8  million  paua  quota  held 

by  Australia-based  Modesto  Holdings  Ltd The  Australia-based  company  was  jointly  convicted  with  its  agent, 

—  [a  NZ  fisherman]  and  was  fined  $2,500." 
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mig^t  be  the  case  with  local  fishers.  The  available  infonnation  at  least  for  larger  scale  fisheries 
suggests  that  the  usual  modus  operandi  distant  water  fishing  operations  is  pulse  fishing, "  a  method 
which  appears  more  directed  to  immediate  commerdal  needs  than  to  long  term  ecosystem 
sustainability  requirements.  ^ 

Transferability  of  quota  under  the  QMS  has  led  to  the  result  that  there  are  relatively  few 
fishers  witiK  sufficient  quota  to  be  independent  This  has  happened  by  fishers  being  excluded  in  the 
introduction  of  the  system,  or  by  fishers  selling  out  in  the  initial  effort-reducing  buybacks  when  QMS 
was  introduced,  or  subsequently  by  fishers  tempted  by  the  high  prices  sometimes  offered  for  quota 
by  the  larger  companies  —  for  instance  $50,000  for  1  tonne  of  snapper  quota  (personal  communication 
to  the  author.  Fisheries  Tour).  Sometimes,  however,  sale  of  quota  can  be  forced  on  a  small  fisher, 
through  needing  to  raise  additional  finance  in  order  to  msdntain  their  operations  and,  already  heavily 
mortgaged,  being  forced  to  sell  quota  to  the  larger  compaiues.  This  might  be  indicative  of  economic 
efficiency,  or  it  might  be  indicative  of  "imperfections"  of  capital  markets  where  large  corporates  have 
easier  access  to  bridging  finance  or  can  see  and  act  to  secure  gains  from  monopolisation.  Whatever 
the  case,  in  many  instances  this  trend  to  concentration  has  been  at  the  expense  of  sodal-economic 
justice  and  at  the  expense  of  concern  for  conservation. 

The  aggregation  limits  written  into  legislation  as  to  the  amount  of  quota  that  can  be  held  by 
any  one  company  for  a  spedes,  appear  not  to  have  prevented  the  concentration  of  quota  in  the  hands 
of  the  large  opoators.  Smaller  companies  have  been  taken  over  by  larger  to  the  extent  that  it  is 
difficult  to  see  how  the  spirit  of  the  aggregation  limits  has  been  respected.  There  has  been  strong 
pressure  from  the  I^hing  Industry  Association  during  the  Fisheries  Act  Review  to  remove  aggregation 
limits  altogether.  In  1991  three  companies  directly  controlled  51%  of  the  New  Zealand  quota  while 
the  top  30  companies  controlled  75%  of  the  total  and  83%  of  the  deepwater  TACC  (FIB  1992).  While 
this  represents  a  slight  reduction  in  the  percentage  of  quota  controlled  (2%  down  for  the  top  three,  and 
3.4%  down  for  the  top  30)  from  the  previous  year,  it  still  indicates  a  striking  domination  of  the 
fisheries.  Moreover,  many  of  these  thirty  companies  have  beeen  created  strictly  for  quota  holding 
purposes,  and  therefore  are  really  parts  of  the  same  enterprise.  (For  example,  six  of  them  at  least  are 
in  the  Amaltal-Talley  conglomerate.)  This  means  that  a  much  smaller  number  dian  30  enterprises 
really  dominate  the  fisheries. 

With  the  sale  of  Sealord,  New  Zealand's  lar;gest  single  company,  dissolving  Maori  claims  to 
commercial  fisheries  under  the  Treaty  of  Waitangi,  the  injunction  agaiiut  bringing  non-quota  spedes 
into  the  QMS  system  has  been  lifted.  MAF  were,  in  1992,  advocating  that  the  government  do  this  by 
-tendering  rather  than  catch  history  (Office  of  the  Minister  of  Fisheries).  Had  this  proposal  been  carried 
through,  it  would  have  further  exacerbated  industry  concentration.  This  reinforces  the  impression 
that,  notwithstanding  the  aggregation  limits  currently  existing,  the  present  (National)  government  has 
no  qualms  about  even  greater  aggregation,  with  more  control  by  fewer  larger  companies.  It  is  not 
dear  how  this  squares  up  with  the  idea  of  "conipetition"  as  the  engine  of  economic  efficiency. 


Pulse  fishing  is  the  practice  of  seriously  depleting  one  area  before  moving  on  to  the  next. 
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Many  of  the  fishers  that  would  have  been  affected  by  the  proposed  tendering  regime,  are  those 
who  currently  h?.ve  insufficient  quota  to  stay  economically  viable  on  ITQ  spedes  alone.  Fishers  feared 
that  only  those  compaiues  that  have  the  financial  resources  to  raise  large  amounts  of  capital  would 
be  able  to  tender  successfully.  Those  most  likely  to  have  conservation  interests,  namely  the  smaller 
locally  based  comparues  and  the  few  remairung  independent  fishers,  would  then  have  lost  out  to  the 
benefit  of  the  biggest  companies.  * 

ITQs  as  a  transferable  property  rigjxt,  are  linked  in  various  ways  to  the  global  commodity  arui 
capital  markets,  aiui  mecharusms  such  as  joint  ventures  and  financing  arrangements  for  new  vessels 
and  for  fish  and  seafood  processing  for  export,  all  offer  easy  avenues  for  overseas  interests  (and 
transnational  corporations  in  particular)  to  gain  greater  control  of  NZ  fisheries.  This  is  alarming 
because,  while  small-scale  and  locally  based  fishers  may  recognise  their  dependence  on  the  long  term 
health  of  the  stocks,  there  is  less  likely  to  be  coruxm  with  the  sustaining  of  specific  kxal  fisheries  on 
the  part  of  large  compaiues  with  short  profit  horizons,  highly  naobile  capital,  and  substantial  foreign 
ownership  or  "offehore"  control  Moreover,  it  is  quite  feasible  that  stocks  in  particular  areas  may  be 
seriously  overfished,  and  then  the  quota  sold  off  well  before  the  damage  becomes  apparent  *"  From 
this  perspective,  and  taking  account  of  the  poor  state  of  several  of  the  major  stocks,  the  recerU  sales 
of  the  two  largest  New  Zealand  compaiues,  Fletcher  Fishing  and  Sealords,  and  also  of  a  number  of 
other  large  companies  (Watties  and  Skeggs,  for  example),  may,  be  viewed  with  suspicion. 

When  the  QMS  system  was  first  introduced,  it  was  anticipated  by  some  in  the  fishing  industry 
that  three  comparues  -  Fletchers,  Sealord  and  possibly  Sanford  -  would  come  to  control  all  the  quota. 
This  certainly  reinforces  the  notion  that  government  policy  has,  for  a  long  time,  been  favourably 
disposed  towards  corporatisation  arid  industry  aggregation.  More  recently  it  has  been  rumoured  that 
there  is  a  real  possibility,  in  the  not  too  distant  future,  of  only  one  company  remaining  (Sealord?).  The 
notion  of  management  by  a  sole  ownership  corporation  is  a  familiar  oiw  in  the  literature  (cf.  Copes 
1986;  Ackroyd  et  aL  1990).  But  agaiiv  how  such  monopolisation  squares  up  with  concerns  for 
economic  efficiency,  long-nm  sustaiiuibility,  and  economic  justice  for  New  Zealanders  as  "owners"  or 
"stakeholders"  in  the  fisheries,  is  far  firom  clear. 

4.7         Compliance  and  enforcement  issues.  ^ 

In  the  textbook  theory,  compliance  with  the  QMS  is  straightforward,  on  the  basis  of  a 
matching  of  catch  landing  records  from  fishermen  and  returns  from  Licenced  Fish  Receivers  (LFRs). 

"  After  strong  lotibying  from  the  industry  in  late  1992  and  early  1993,  the  Minister  of  Fisheries  agreed  that 

catch-history  will  be  used  as  a  basis  for  allocating  new  spedes'  quota.  However,  the  main  arguments  put  by  the 
industry,  to  the  effect  that  catch  history  constitutes  a  "property  right"  over  access  to  fish  for  harvesting,  dearly 
benefit  compaiues  in  proportion  to  their  documented  fishing  activity.  Such  property  claims  are  motivated  by  the 
value  of  the  future  quota  as  a  basis  for  proetable  operations  and  as  a  future  "capital  asset"  more  than  by  any 
concern  with  wider  sodal  justice. 

s  on  spawning  aggregations  catch  rates  remain  high  and  therefore  the  fishery  appears  economically  robust  until 
suddenly  there  are  no  more  aggregations. 
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But,  as  is  intuitively  obvious  (Cameron  and  Hughes  1990), 

'In  practice,  establishing  whether  a  quota  holder  has  overfished  is  not  straightforward.  MAF 
Fisheries  does  not  mtintain  a  running  total  of  quota  trades  and  this,  coupled  dfi^t  the  10% 
ooerfishing  and  underfishing  rigjhts  allowed  for  in  the  legUslation,  makes  it  difficult  to 
determine  the  true  position.' 

Originally,  MAF  Ksheries  envisaged  a  team  operating  in  each  regional  office,  with  the 
monitoring  group  sharing  knowledge  and  expertise  with  the  surveillance  and  investigations  group 
(ibid.).  It  was  anticipated  that  with  such  teams  operating,  non-compliance  could  be  identified  from 
analysis  of  iiregularities  in  the  QMS  data.  In  practice  however,  checking  and  following  up  iiudveitant 
statutory  reporting  errors  diverts  much  staff  attention,  and  takes  the  time  that  might  otherwise  have 
been  devoted  to  developing  the  more  sophisticated  anal3rtical  and  policing  skills  essential  for  ensuring 
compliance  (ibid.).  ' 

For  the  deep  water,  there  are  also  difficulties  from  the  fact  that  the  MAF  compliance  unit  does 
not  actually  control  either  of  the  two  surveillance  procedures  in  place,  and  that  neither  of  these  latter 
actually  has  fisheries  compliance  as  its  primary  concern.  On  the  one  hand,  the  RNZAF  is  primarily 
responsible  for  defence,  but  imdertakes  as  a  secondary  role  to  do  over-fligjits  for  fisheries  surveillance. 
On  the  other  hand,  the  MAFs  scientific  observer  teams  were  constituted  with  their  prime 
responsibility  as  scientific  monitoring  and  analysis  —  and  only  secondarily  with  monitoring  for 
purposes  of  policing  compliance  (see  Lowther  1993  for  a  MAF  perspective).  Now  the  balance  of  the 
observer  roles  is  being  swung  the  other  way.  In  fact,  both  scientific  monitoring  and  policing  roles  are 
essenticd,  and  conservation  groups  have  been  concerned  at  what  seems  to  have  been  an  abrupt  shift 
recently,  with  more  recruitment  of  armed  services  and  security  personel  rather  than  those  with  natural 
history,  biological  sciences,  or  conservation  backgroimds. 

Some  of  the  biggest  issues  for  conservation  have  been  in  the  fisheries  that  interact  with 
seabirds  and  marine  mammals  —  for  example  seals  in  the  hold  fishery,  and  the  rare  Hooker's  sea  lions 
in  the  squid  fishery.  Although  this  is  a  compliance  issue  in  relation  to  reporting  requirements  under 
the  Marine  Mammal  Protection  Act,  expertise  in  biological  science  seems  more  relevant  than  policing 
and  security  for  knowing  the  extent  of  the  problem  and  finding  solutions.  With  the  present  acrimony 
between  sections  of  the  industry  and  conservation  groups,  observers  have  provided  the  only  credible 
data.  Unfortunately  the  level  of  observer  coverage  (usually  much  less  than  20%)  is  of  very  limited 
reliability  for  this  purpose.  The  increased  observer  coverage  on  the  1992-93  Auckland  Island's  squid 
fishery  augers  better  for  the  future  in  this  respect,  although  conservation  groups  are  still  calling  for 
100%  observer  coverage. 

Recently,  the  extreme  extent  of  non-compliance  and  systematic  evasion  of  quota  limits  has 
come  to  public  attention.  Industry  claims  that  these  revelations  are  a  direct  consequence  of  the 
workings  of  the  QMS  system  —  the  arrests  and  convictions  being,  it  is  implied,  the  result  of  tip-offs 
from  within  the  industry.    Maybe!  Yet,  from  all  accounts,  offending  appears  very  extensive  and  has 
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dearly  been  happening  ever  since  ITQs  were  introduced.  So,  had  the  self-policing  aspect  of  ITQs  been 
effective,  this  level  of  offending  could  not  have  developed. 

Such  offending  is  by  both  large  and  small  operators  and,  given  the  difficult  rules  of  evidence, 
the  offences  that  come  to  public  or  even  MAF  attention,  are  only  the  tip  of  the  iceberg.  Even  amongst 
those  officially  documented  there  is  an  impressive  variety,  which  includes:  joint-ventiu'e  super 
trawlers  poaching  for  hold  inside  the  25NM  lirw;;  a  level  of  rock  lobster  poaching  more  than  half  the 
TACC  in  some  areas  and  over  one  third  the  total  TACC;  false  accounting  and  quota-busting  in 
systematic  fraud  with  some  companies  making  thousands  if  not  milIioi\s  in  vcirious  scams;  the 
allegation  that  in  some  areas  80%  of  the  fish  on  the  domestic  market  is  from  the  black  market  '^ 
Commenting  on  a  news  item  that  "Fishing  firms  face  $500m  fight  -  lawyer"  (in  The  Dondnion,  1  May 
1993),  a  fishing  industry  spokesman  stated  that  the  costs  of  litigation  had  not  been  considered  when 
the  ITQ  system  was  introduced  (personal  commimication  at  the  MAF  Stock  Assessment  Plenary, 
Wellington,  1-5  May,  1993). 

Whether  the  illegal  catch  would  be  proportionately  less  or  more  imder  other  fisheries 
management  regimes,  is  hard  to  know.  Poaching  has  always  been  a  problem  in  NZ  and  presumably 
elsewhere.  But  it  is  dear  that  the  belief  that,  if  fishers  owned  their  own  quota  they  would  police  it 
and  ensure  compliance,  just  hasn't  been  borne  out  in  reality.  Also  however,  it  should  be  noted  that 
while  much  of  this  offending  is  by  fishers  and  fish  processors  within  the  industry  itself,  there  are  also 
many  cases  of  people  that  were  forced  out  of  the  fisheries  when  the  ITQ  system  was  introduced,  who 
have  not  returned  to  fish  with  permits  for  iu>rv-quota  spedes  ^  but  have  instead  become 
pseudo-amateurs  or  even  blatant  poachers.  For  example,  the  profits  from  rock  lobster  and  paua  are 
phenomenal,  and  therefore  attractive  to  black  market  operators.  It  is  almost  certain  that  orgaiused 
crime  is  involved  in  these  markets.  But  even  for  the  lesser-valued  spedes,  extensive  illidt  fishing  for 
"ii\formal"  supply  to  local  conunuiuties  and  orUo  local  markets,  may  contribute  to  pressure  on  fish 
populations. 

Looking  on  the  bright  side,  it  could  be  that  increasing  recognition  by  both  legal  fishers  arul 
those  on  the  margins  of  the  risks  from  imcontrolled  illidt  operations,  is  bringing  about  an  increasing 
will  to  cooperate  in  fisheries  management  and  policing.  Rock  Lobster  and  Paua  fishers  are,  in 
desperation,  bandii\g  together  and  demonstrating  a  little  of  the  cooperation  that  was  antidpated  and, 
by  levying  themsdves,  enabling  MAF  to  provide  additiorul  enforcement 

However,  even  if  such  cooperation  devdops,  there  are  still  stark  conflicts  of  interest  over 
acccess  to  fisheries  —  particularly  the  inshore  fisheries  that  traditionally  have  been  sources  of  local  food 
and  economic  livelihood.  If  all  the  quota  is  aggregated  to  the  Icirge  corporates,  and  even  if  they  can 
and  will  manage  Jhemsdves  in  the  respoiuible  and  conservative  marmer  that  the  legislation 
antidpates,  the  legal  restrictions  aiui  quota  limits  for  inshore  spedes  may  still  be  breached  through 
the  actions  of  those  who  feel  grievarKe  at  having  been  unjustly  treated,  as  well  as  by  those  who  are 
prepared  to  poach  simply  "on  prindple"  or  for  the  big  material  rewards  so  readily  available. 


See  the  sources  mentioned  in  Footnote  3  above. 
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5.    CONCLUSIONS 

5  J         The  Practical  Failings  of  JTQs. 

The  authors  of  the  report  of  a  joint  investigation  of  MAF  by  the  Auditor  General  and  the 
Parliamentary  Commissioner  for  the  Environment  (Cameron  aikl  Hu^es,  1990),  noted  in  their 
conclusions  that 

Thefin^gs  qfOiis  report  indicate  a  system  struggling  to  provide  the  necessary  information 
for  management  decisions  wUdi  can  control  fishing  at  sustainable  leads  and  ensure 
sustaindbHity  of  the  fishery  resource.  This  is  r^lected  in:  A  lade  of  sufficient  information 
about  the  fish;  Difficulties  in  reducing  catdtes  and  quota;  Insufficient  constraint  on 
indioidual  fishing  adiviiy;  and:  Problems  in  ensuring  compliance.' 

Indeed,  the  Ministerial  Briefing  (1990)  to  the  inconung  Natiortal  Party  government  had  already 
nuide  the  damning  admissions  that, 

'three  major  fisheries  in  NZ,  those  for  hold,  squid  and  rode  lobster,  are  presently 
unconstrained  by  thdr  TACs. ....  In  the  immediate  future  the  industry  wQl  be  unable  to  catdi 
the  orange  roughyTACs.  This  vxndd  lead  to  the  situatim  where  the  fiaur  largest  NZ  fisheries 
were  effectiody  managed  on  hn 'open  access' basis.' 

So  even  in  the  orange  roughy  and  hold  fisheries  which  have  have  had  such  a  hi^  percentage 
of  the  research  budget,  the  ETQ  system  has  not  prevented  overfishing.  Qearly,  at  a  practical  level  the 
ITQ  system  does  not  amount  to  a  conservative,  precautionary,  approach  that  engenders  cooperation. 
Nor,  for  that  matter,  are  its  procedures  transparertf,  publically  accountable,  or  contestable.  In  reality, 
ITQs  are  far  more  than  just  a  component  of  a  system  for  maiuigement  of  levels  of  fishing  effort 
Though  supposedly  a  means  for  achieving  economic  efficiency  while  respecting  long-term 
sustainability  criteria,  in  practice  the  ITQs  become  an  instnmient  for  the  increased  capitalisation  of 
nature  and  society.  This  capitalisation  process  iu>urishes  the  growth  of  "offshore"  capital  (epitomised 
by  the  TNCs),  without  this  having  much  obvious  coimection  with  the  sustenance  of  livelihoods  in 
New  Zealand.  In  NZ,  the  introduction  of  the  QMS  has  enabled  the  corporates  to  greatly  increase  their 
control  over  the  fisheries,  and  also  to  increase  the  rate  of  biomass  extraction  from  most  fisheries  -  with 
little  certainty  as  to  the  consequences  for  long-term  viability  of  the  mcirine  ecosjrstems.  In  effect, 
competition  and  capital  accumulation  as  a  supposed  instnmient  for  "rational"  resource  management, 
has  ended  up  an  end-in-itself  respecting  neither  ecological  sustainability  nor  social  justice  objectives. 
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52         Other  Options. 

Fisheries  are  a  part  of  the  global  heritage;  part  of  the  life  support  system  of  this  planet  They 
are  a  public  resource.  Exploitative  access  is  therefore  a  privilege  not  a  right  Despite  the  numerous 
and  intense  threats  to  the  marine  ecosystem  from  other  sources  such  as  pollution,  the  threats  from 
intensive  commercial  fishing  are  still  the  most  immediate  as  weU  as  the  best  documented  (e.g., 
McGoodwin  1990).  Market  driven  private  enterprise  has  demonstrated  that  it  is  incapable  of  the 
essential  stewardship.  Drastic  measures  will  be  necessary  to  reverse  this  plimder  of  the  global 
commons. 

Since  it  is  acceptable  for  governments  to  make  large-scale  effort  reductions  using  criteria  such 
as  ability  to  pay  (tendering  for  quota)  or  catch  history,  it  should  be  just  as  acceptable  to  use  criteria 
such  as  sensitivity  to  the  ecosystem,  selective  non-damaging  fishii\g  methods.  Instead  of  permitting 
the  present  extractive  ethos  to  persist,  and  indeed  to  be  xeirJ^orced  and  perpetuated  as  each  new 
entrant  is  inculcated  on  the  job  imder  coiulitions  of  intensive  competitiveness  and  fiiiandal  pressures, 
incentives  should  be  given  for  a  coi«ervative  ethos.  For  instance,  the  industry  should  be 
professionalised  not  in  terms  of  corporate  takeover  expertise  but  on  the  basis  of  environmental 
awareness.  Effort  reductior\s  caii  be  implemented  by  excluding  the  worst  offenders  within  the 
industry,  and  an  appropriate  minimum  level  of  understanding  of  marir\e  ecology  should  then  be  a 
prerequisite  for  entry.  Any  subsequent  traiiung,  such  as  for  deckhand,  engineer,  mate  or  skippers' 
"tickets",  or  for  fisheries  management,  should  include  a  compulsory  coir^nent  of  pertinent 
conservation  knowledge. 

Until  there  is  a  radical  shift  in  the  ethos  of  the  fishing  iruiustry  itself,  backed  by  public 
pressure  for  enviroiunental  ai\d  species  conservation,  no  management  system,  can  be  effective  for 
conserving  the  nnarine  ecosystem.  Calling  for  such  measures  ru)w  will  be  regarded  as  extreme, 
contrary  to  our  conditioned  understandings  of  what  is  reasonable.  But  then,  so  was  Land  Rights  for 
Australian  Aborigines  in  the  '60s:  yet  by  the  70s  even  the  moderates  were  supporting  the  issue;  in 
the  '80s  tribal  groups  were  claiming  their  land;  and  in  the  '90s  certain  "aboriginal  rights"  were  being 
negotiated  and  implemented  across  Australia  backed  with  the  legal  force  of  the  Commonwealth 
Government  In  the  same  way,  fisheries  campaigners  need  to  take  the  moral  hig^  ground  in  favour 
of  a  sustainability  ethic.  Neutrality  or  merely  negative  opposition  to  ITQs  is  not  sufficient;  a  more 
radical  and  constructive  staiKe  is  required. 

As  an  interim  measure,  for  inshore  fisheries  there  need  to  be  effort  reductions  to  precautionary 
levels  and  a  system  of  conununity-based  management  implemented  with  fishers  answerable  to  their 
local  commuruty  jfi  bio-region.  Fishers  must  become  stakeholders  again.  As  mere  "vmits  of 
production"  they  have  no  coiwervation  incentive  because  they  are  powerless  to  prevent  depletion  by 
others  coming  in  from  "outside".  Permits  could  be  allocated  on  the  basis  of  achieving  a  satisfactory 
level  in  marine  ecology  examinations,  and  would  be  limited  to  fisheries  within  the  bio-region.  Thus 
fishers  would  be  dependent  on  the  long  term  health  of  their  fisheries,  and  answerable  to  the  wider 
community  with  interest  in  that  area. 


I 


528 

Leith  Duncan  ITQs  :  A  CnmcAL  Appraisal  38 

For  deepwater  flsheries,  one  suggestion  is  that  the  National  Fisheries  Agency  covdd  sell  annual 
vessel  quotas  to  those  companies  that  demonstrate  responsibility  toward  the  resources  by  their 
willingness  to  fund  necessary  levels  of  surveillance,  facilitate  observer  coverage,  and  active  research 
toward  eliminating  the  various  conservation  issues.  It  would  be  mandatory  for  them  to  use  licenced 
Deepwater  Skippers,  an  essential  part  of  whose  qualifications  would  be  a  demonstrated  conservation 
ethos. 

Neither  ITQs  nor  any  other  management  system  will  prevent  the  pltmder  of  New  Zealand's 
or  indeed  the  global  fisheries  until  such  time  as  a  conservation  ethos  becomes  an  intrinsic  part  of 
fisheries  management  and  exploitatioiL  Achieving  that  is  the  real  challenge. 
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Summary 


More  than  270  fishermen,  most  of  them  inde- 
pendent boat-owners,  crowded  into  a  hearing  in 
Ellsworth,  Maine,  last  week.  ''I'm  at  a  funeral 
today,"  said  one  of  them.  "My  life  is  gone,  essential- 
ly. Someone  is  telling  me  what  to  do  and  how  to  do 
it."  "How  many  millionaires  do  you  see  up  and 
down  the  coast  of  Maine?"  asked  another.  "We're 
just  common  folk  earning  a  living. "  With  a  show  of 
hands,  these  common  folk  unanimously  opposed  a 
plan  offered  by  the  New  England  Fishery  Manage- 
ment Council  to  reduce  the  catch  of  groundfish 
such  as  flounder,  sole  and  haddock  by  50%  over 
the  next  five  years.  Other  hearings,  up  and  down 
the  coast  as  far  as  New  Jersey,  brought  similar  reac- 
tions. 

The  Economist,  May  22,  1 992 

A  tragedy  is  unfolding  in  the  North  Atlantic  coastal  fishery. 
Several  tragedies,  actually.  The  depletion  offish  stocks 
makes  it  harder  for  fishermen  to  make  a  decent  living, 
makes  fish  more  expensive  to  consumers,  and  upsets  people 
who  are  concerned  with  the  environment  and  the  produc- 
tivity of  the  oceans.  Similar  tragedies  are  occurring  in  other 
fisheries,  such  as  the  Chesapeake  Bay  oyster  fishery  and  the 
Gulf  of  Mexico  shrimp  fishery.  These  situations  have  to  do 
with  the  taking  of  free  gifts  of  nature — they  are  examples  of 
the  'Tragedy  of  the  Commons." 

Under  the  "Tragedy  of  the  Commons"  people  overexploit 
and  reduce  a  commonly  held  resource  by  following  their  ra- 
tional self-interest.  In  Garrett  Hardin's  1968  essay,  the  ex- 
ample of  cattle  grazing  on  public  lands  illustrates  this 
situation.  An  individual  herder  will  gain  from  adding  an 
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animal  to  his  herd,  while  the  loss  due  to  the  space  and  food 
that  that  additional  cow  takes  up  is  dissipated  among  her- 
ders and  felt  only  slightly,  if  at  all,  by  the  individual.  Even- 
tually, the  cattle  exceed  the  land's  carrying  capacity,  all 
individual  herders  suffer  from  the  overgrazing  and  over- 
crowding of  the  public  land,  and  the  tragedy  ensues. 

The  Tragedy  of  the  Commons  is  one  of  the  exceptional  free 
market  scenarios  in  which  each  individual's  free  choices 
will  lead  to  an  outcome  that  is  bad  for  both  the  individual 
and  the  group.  Normally  the  "invisible  hand"  of  ownership 
and  self-interest  under  competition  leads  to  outcomes 
wherein  most  individuals  in  the  group  are  made  better  off. 
But  in  the  tragedy  of  the  commons,  since  no  one  owns  the 
resource  that  is  held  in  common,  everyone's  incentive  is  to 
gain  a  benefit  from  the  resource  before  another  member  of 
the  group  takes  it  instead. 

A  number  of  resources  fall  into  the  category  of  being  "un- 
owned." Sunlight  is,  for  the  most  part,  an  unowned 
resource.  Air  and  rain  are  unowned  resources.  Because  no 
one  owns  these  resources,  primary  users  don't  have  to  pay 
anything  for  using  them.  That  makes  them  "free  goods."  As 
long  as  one  person's  use  of  as  much  sun,  rain,  and  air  as  he 
wants  doesn't  deprive  anyone  else  from  using  as  much  as 
she  wants,  no  problem  arises.  When  one  person  reduces 
what  is  left  for  the  next,  a  problem  ensues.  Most  marine 
fisheries  have  been  unowned  resources  in  most  of  the  world 
until  recently.  In  fact,  from  the  earliest  Roman  legal  codes 
through  centuries  of  British  and  American  legal  history,  free 
access  to  "the  sea  and  the  fishes"  has  been  a  fundamental 
principle.  The  notion  that  limits  on  access  to  the  sea  and  its 
bounty,  either  through  grants  of  private  rights  or  restrictions 
by  government  is — in  the  history  of  fishing — a  very  recent 
idea. 
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Resource  managers  around  the  country  are  now  beginning 
to  restrain  the  effort  applied  by  fishermen.  The  reason  is  that 
what  was  once  thougt  to  be  an  infinite  resource  is  showing 
signs  of  trouble.  By  the  measures  used  by  the  National 
Marine  Fisheries  Service,  "of  the  1 53  species  or  species 
groups  for  which  status  has  been  assessed,  65,  or  42  per- 
cent, are  overutilized."  Management  of  depleted  fisheries 
aims  to  reduce  the  quantity  of  fish  caught  so  that  stocks  can 
rebound.  Policies  are  generally  adopted  only  after  there  is  a 
problem  (i.e.,  after  stocks  are  depleted)  so  that  a  difficult 
situation  for  fishermen  is  made  worse  when  they  are 
restrained  by  new  policies. 

This  paper  describes  what  happens  when  limited  fisheries 
resources  are  treated  as  free  goods.  While  it  focuses  on  fish, 
it  could  also  be  written  for  clean  water,  clean  air,  and  the 
ozone  layer.  Treating  fish  as  free  goods  leads  to  "too  much 
effort  pursuing  too  few  fish."  In  the  end,  after  the  Tragedy  of 
the  Commons  plays  out,  stocks  are  depleted,  consumers  pay 
more,  fishermen  work  harder  and  make  less  money  than 
they  could,  and  the  planet  that  we  share  is  made  worse  off. 

This  paper  discusses  the  economics  of  open  access  fisheries 
and  explains  how  open  access  fails  to  provide  incentives  for 
fishermen  to  conserve  the  resource.  Because  no  one  can  be 
kept  from  catching  fish,  none  of  the  fishermen  has  any  incen- 
tive to  leave  fish  in  the  ocean  for  future  catches.  The  operat- 
ing assumption  among  fishermen  must  be,  "If  I  don't  take  it, 
somebody  else  will." 

The  Schaefer  fisheries  population  model,  which  illustrates 
population  growth  according  to  population  size, 
demonstrates  how  a  reduction  in  fishing  effort  can  increase 
or  leave  the  same  amount  of  catch  available  to  fishermen. 
This  reduced  effort  level  is  more  economically  efficient  and 
more  profitable  to  fishermen.  This  paper  shows  how  it  is  pos- 
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sible  to  transform  the  biological  picture  into  an  economic 
picture  by  pricing  fishing  effort  and  catch  levels. 

The  "sole  owner  model"  assumes  that  a  single  owner  posses- 
ses the  fishery  and  has  sole  rights  to  the  catch.  This  paper 
discusses  management  policies  in  terms  of  their  ability  to  ap- 
proximate the  economically  optimal  outcome  under  the  sole 
owner  model:  first,  policies  by  which  effort  can  be  ad- 
ministratively restricted,  and  second,  some  economic 
management  policies.  The  latter  includes  tradable  fishing 
quotas  and  royalties  on  landings. 

The  intended  audience  includes  fishery  managers  and 
decision-makers,  industry  representatives,  recreational  fisher- 
men, and  conservationists  who  want  to  better  understand 
the  economics  of  fisheries.  The  Center  for  Marine  Conserva- 
tion aims  to  provide  a  readable  explanation  of  the 
economics  of  overfishing  and  the  open  access  system.  This 
paper  demonstrates  that  economic  efficiency  and  conserva- 
tion can  be  common  goals.  Informed  decision-makers  and 
the  interested  public  can  work  toward  management  schemes 
that  ensure  that  profits  accrue  to  fishermen,  the  resource  is 
sustained  over  the  long  term,  and  jobs  are  secured  for  the  fu- 
ture. 

The  Center  for  Marine  Conservation  recognizes  the  diversity 
of  marine  fisheries,  in  terms  of  gear,  areas  fished,  number  of 
boats  and  vessels  in  each  fishery,  and  the  life  histories  of  tar- 
geted species.  Therefore,  it  is  the  Center's  view  that  limiting 
access  to  marine  fisheries  should  be  assessed  on  a  case-by- 
case  basis.  This  report  is  simply  a  study  and  a  general  ex- 
planation of  the  economic  shortcomings  of  the  open  access 
system  of  fishery  management.  It  is  not  intended  to  be  a 
recommendation  that  all  fisheries  be  managed  by  limiting 
entry. 
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mil  recent  times,  the  seas  and  the  fish  in  them  have 
been  considered  an  inexhaustible  resource.  But  it  is  becom- 
ing apparent,  in  the  late  twentieth  century,  that  ocean  resour- 
ces are  not  limitless  and  that  we  do,  in  fact,  have  the  means 
to  seriously  deplete  fish  stocks.  Indeed,  stocks  of  many  coas- 
tal fisheries  including  striped  bass,  sea  trout,  flounder,  and 
much  of  the  New  England  groundfish  fishery  have  been 
reduced  and  are  depleted.  Why  is  this  happening?  We  all— 
whether  we  are  fishermen,  fish  eaters,  or  fish  admirers — 
have  an  interest  in  maintaining  healthy  stocks  of  fish,  so  why 
are  we  allowing  them  to  be  depleted? 

It  is  standard,  when  we  find  a  bad  result,  to  look  for  a 
culprit — someone  or  some  group  to  whom  we  can  attach 
blame — whether  we  point  to  fishermen  who  prefer  the  in- 
come from  catching  fish  today  to  income  from  catching 
some  of  that  fish's  progeny  next  year  or  several  years  hence, 
technological  improvements  and  resistance  to  biological 
controls,  the  recreational  fishermen  with  today's  effective 
sonar  and  fast  boats,  or  to  the  habitat  degradation  that  has 
accompanied  the  intensive  development  along  our  coasts. 

While  placing  blame  may  be  useful  for  venting  frustration 
about  an  unhappy  situation,  this  paper  will  argue  that  the 
degradation  of  fish  stocks  is  the  result  of  interactions  be- 
tween the  physical  environment,  fish  populations,  and 
people,  and  that  understanding  the  economic  motivations  of 
people  can  help  us  to  find  workable  solutions  to  the  prob- 
lem. If  we  take  note  of  Pogo's  famous  dictum,  "We  has  met 
the  enemy  and  they  is  us,"  the  argument  turns  on  the  idea 
that  there  is  no  culprit  in  any  of  this,  except  Pogo's  "us." 

ECONOMICS:  THE  SCIENTIFIC  STUDY  OF  THE 
ALLOCATION  OF  SCARCE  RESOURCES 

Understanding  economics  can  help  us  understand  why 
people  catch  too  many  fish.  Economics  is  the  study  of  how 
scarce  resources  are  allocated  among  unlimited  wants.  By 
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"resources,"  economists  mean  those  things  that  people  use. 
Water  is  a  resource,  as  is  air  and  land  and  iron  ore  and  fer- 
tilizer, wood,  lumber,  houses,  and  fish.  By  "scarce,"  we 
mean  that  a  given  resource  is  not  freely  available  for  the 
taking.  Clean  air  was,  in  the  past,  a  freely  available  com- 
modity and  thus  would  not  have  qualified  as  a  scarce 
resource.  Land  can  be  either  scarce  or  not  scarce,  depend- 
ing on  the  type  of  society  and  on  population  pressure. 

The  first  and  perhaps  most  important  word  in  our  definition 
of  economics  is  "allocation."  Allocation  means  who  gets 
what  and  how.  In  a  tribal  society,  resources  are  often  allo- 
cated by  traditional  rules  and/or  by  tribal  leaders.  In  com- 
munistic societies,  resources  are  allocated  by  central 
planners.  In  free  market  money  economies,  resources  are  al- 
located by  means  of  contractual  exchange^  in  which  an 
owner  of  a  resource  freely  agrees  to  trade  it  or  sell  it  to  some- 
one else.  This  exchange  takes  place  in  a  context  known  as 
"the  market,"  and  when  we  look  at  the  market  we  will  see 
why  the  definition  of  economics  is  pertinent  to  overfishing. 

Our  explanation  of  free  market  allocation  of  resources  has  to 
take  account  of  initial  endowments^ .  Assume  a  farmer  who 
owns  land  and  who  uses  her  own  and  hired  labor  and 
various  other  inputs  to  produce  wheat.  (We  start  with  an  ex- 
ample of  a  farmer  and  not  a  fisherman  because  these  two 


1  By  contractual  exchange  we  mean  to  include  all  those  exchanges  that 
imply  contractual  agreement,  even  where  no  explicit  contract  is  signed. 

2  An  endowment  is  what  one  possesses.  All  of  the  economics  we  will  talk 
about  are  based  on  comparative  statistics.  In  other  words,  we  will  be 
freezing  the  economic  world  in  order  to  analyze  it.  It  does  not  matter,  for 
our  purposes,  whether  the  farmer  bought  her  land  or  it  was  given  to  her 
by  her  parents.  At  the  point  of  our  analysis,  it  is  hers,  and  it  is  therefore  a 
part  of  her  "endowment." 
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economic  activities  are  different  in  ways  that  will  help  us  un- 
derstand the  problem).  Her  initial  endowment  includes  her 
ownership  of  the  land,  an  ability  to  work,  knowledge  of 
farming,  management  skills,  and  money  with  which  to  hire 
the  other  resources  she  needs  to  produce  wheat.  The 
economist  assumes  that  the  farmer  will  combine  these 
resources  in  such  a  way  that  they  will  bring  her  the  greatest 
possible  income.  The  farmer's  resources  used  in  production 
can  be  more  accurately  called  "inputs." 

How  does  the  farmer  know  how  to  combine  her  inputs  in 
order  to  achieve  the  highest  possible  income?  "Prices"  is  the 
short  answer.  Prices  and  the  effect  of  an  additional  unit  of 
input  on  the  value  of  the  expected  output — in  this  case,  the 
income  from  the  wheat  harvest.  If  one  unit  of  fertilizer  will 
boost  the  farmer's  production  income  by  an  amount  that 
more  than  offsets  the  cost  of  buying  and  applying  the  fer- 
tilizer, then  she  will  buy  and  apply  that  unit  of  fertilizer.  She 
will,  in  fact,  buy  and  apply  more  and  more  fertilizer  until  the 
cost  of  buying  and  applying  another  unit  approximates  the 
value  of  the  additional  output  that  can  be  anticipated  from 
the  use  of  that  last  unit. 

The  cost  of  the  additional  unit  of  output  is  the  "marginal 
cost."  This  is  shown  in  the  graphs  of  Figures  1  a  and  1  b. 
Among  economically  efficient  producers,  marginal  costs  of 
production  are  less  than  or  equal  to  the  marginal  value  of 
the  product  being  produced.  At  the  level  of  input  use  where 
the  last  input  applied  just  barely  pays  for  itself  in  terms  of  ad- 
ditional production,  the  profits  of  the  farmer  will  be  maxi- 
mized. 

The  production  of  telephones,  clothing,  paper,  and  any  num- 
ber of  other  products  follows  the  same  principles  outlined 
for  our  hypothetical  wheat  farmer.  Due  to  competition 
among  producers — all  of  whom  should  be  striving  to  com- 
bine their  available  resources  so  that  marginal  cost  of  their 
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last  unit  of  produaion  equals  its  marginal  revenue  in  the 
market — prices  are  determined  in  the  marketplace,  and  are 
merely  agreed  to  by  producers  or  firms.  The  firm  sets  its 
price  for  the  good  or  service  according  to  what  buyers  are 
willing  to  pay  for  that  good  or  service  in  the  marketplace. 
Adam  Smith  showed  how  the  self-interested  behavior  of  sup- 
pliers and  consumers  is  guided  as  if  by  an  "invisible  hand" 
toward  efficient  allocation  of  resources.  The  amount  of 
goods  supplied  in  any  market  depends  on  prices  of  inputs 
and  outputs,  and  quantities  demanded  depend  on  prices,  al- 
ternatives, consumption  preferences,  and  advertising.  It  can 
be  shown  that,  in  general,  when  wants  and  needs  (the 
demand  curve)  are  satisfied  by  competing  suppliers  of  goods 
and  services  in  a  freely  clearing  market,  everything  is  effi- 
ciently allocated.  But  reality  is  often  a  different  case.  This 
paper  discusses  one  way  in  which  free  markets  can  fail  to  ef- 
ficiently allocate  available  resources. 

THE  PROBLEM  WITH  FISHING 

The  analogy  above  only  goes  so  far,  however,  because 
fishermen  do  not  produce  fish,  they  cafe/?  them.  Fish  are 
what  is  known  as  a  "capture  resource,"  and  the  economic 
model  for  how  they  are  brought  to  market  is  different  from 
the  production  model  described  above. 

As  long  as  environmental  conditions  are  correct,  fish 
produce  fish.  Fishermen  catch  fish.  In  the  produaion  model 
described  above,  the  wheat  farmer  owned  the  land  on 
which  the  wheat  was  produced,  and  she  was  thus  able  to 
keep  all  of  her  harvest  to  herself.  If  any  person  could  come 
along  and  harvest  her  wheat  before  she  harvested  it  herself, 
then  she  would  have  little  incentive  to  go  through  the  effort 
of  producing  the  crop.  The  farmer  holds  property  rights  to 
the  crop  by  virtue  of  her  ownership  of  the  land.  Since  no 
one  owns  a  fishery,  and  anyone  with  the  proper  gear  can 
come  and  "harvest"  fish  from  it,  fishermen  are,  in  some 
ways,  like  a  row  of  combines  lined  up  at  the  edge  of  the 
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Figures  la  and  lb 

At  the  Margin 

A  "marginal  product"  refers  to  the  impact  of  an  additional  unit  of 
input  used  in  a  production  process.  The  production  effect  of  the  first 
unit  of  output  applied  is  different  from  the  effect  of  the  tenth  unit 
applied. 

Figure  1  a  shows  total  costs  and  total  revenues  for  a  farmer  buying  fer- 
tilizer. The  total  revenue  curve  is  derived  from  the  effect  of  fertilizer 
on  the  output.  If  the  value  of  each  additional  unit  of  output  is  con- 
stant, we  can  measure  the  production  effect  in  dollars  as  opposed  to 
bushels  and  interpret  the  graph  this  way.  The  first  few  units  of  output 
produce  a  slight  increase  in  production,  but,  moving  to  the  right  on 
the  horizontal  axis,  the  effect  increases  more  and  more  up  to  the 
point  of  diminishing  returns.  This  is  the  point  at  which  the  output  ef- 
fect begins  to  slow.  Eventually,  increased  quantities  of  fertilizer  will 
start  burning  up  the  crop,  leading  to  less  output  for  additional  units 
applied.  The  total  cost  curve  describes  the  amount  that  the  farmer 
has  to  pay  for  any  level  of  fertilizer  application.  As  we  assumed  for 
output,  the  price  of  an  additional  pound  of  fertilizer  is  constant. 

Figure  1  a  shows  that  from  zero  to  7  units  of  fertilizer,  total  costs  are 
greater  than  total  revenues.  Obviously,  our  farmer  would  not  want  to 
apply  fertilizer  at  any  of  those  rates.  At  about  1 3  units  of  fertilizer,  the 
total  cost  curve  becomes  greater  than  the  total  revenue  curve  again 
so,  likewise,  the  farmer  would  definitely  not  want  to  use  more  than 
1 3  units  of  fertilizer.  But  where,  between  the  range  of  7  and  1 3  units 
of  fertilizer,  would  the  farmer  choose  to  stop  applying  more  fertilizer? 

We  can  answer  this  question  by  creating,  from  the  total  costs  and 
total  revenues  curves,  another  graph  (Figure  lb)  showing  how  much 
additional  production  our  farmer  would  get  if  she  used  another  (a 
marginal)  unit  of  input.  This  is  the  graph  of  marginal  costs  and  mar- 
ginal revenues. 

The  marginal  cost  curve  in  Figure  lb  shows  the  cost  of  using  another 
unit  of  fertilizer,  or  the  price  of  another  unit  of  fertilizer.  The  curve  is 
flat  because  it  does  not  show  the  cumulative  costs — only  the  cost  of  a 
single  unit  of  input,  whether  it  is  the  first  or  the  31  st.  The  marginal 
revenue  curve  shows  the  additional  revenue  gained  by  using  an  addi- 
tional unit  of  fertilizer.  The  effect  of  fertilizer  on  output  is  different  at 
different  levels  of  fertilizer  use. 
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The  marginal  cost  and  the  marginal  revenue  curves  show  the  point 
at  which  another  unit  of  fertilizer  will  cost  more  than  it  is  worth.  At 
1 0.5  units  of  fertilizer,  the  value  earned  by  using  another  unit  equals 
the  cost  of  buying  (and  applying)  that  unit.  This  is  the  point  at  which 
profits  are  maximized.  Beyond  this  level  of  fertilizer  use,  marginal 
cost  is  greater  than  marginal  revenue  and  money  is  lost  on  each  ad- 
ditional unit  of  fertilizer  used.  If  we  go  back  to  the  total  revenue  and 
total  cost  curves,  we  can  see  that  total  revenue  was  still  rising  at  1 1 
and  1 2  units  of  fertilizer.  In  that  graph,  it  was  not  so  obvious  that 
revenue  was  rising  less  than  the  additional  cost  of  the  1 1  th  and  1 2th 
units  of  input,  and  this  is  what  makes  the  graph  of  what  happens  at 
the  margin  so  useful. 
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wheat  field  at  harvest  time.  Without  enforceable  property 
rights,  fishermen  have  an  incentive  to  fish  as  rapidly  as  pos- 
sible to  prevent  others  from  accessing  their  fisheries  resour- 
ces. What  they  do  not  catch,  someone  else  will. 

The  problem  is  that  as  technology  improves,  the  increased 
efficiency  that  should  be  making  us  all  richer  make  us  all 
poorer  instead,  once  a  certain  level  of  fishing  has  been 
passed.  Once  the  capability  exists  to  catch  more  fish  than  na- 
ture is  capable  of  replacing,  everyone  begins  to  lose. 

To  understand  how  the  free  market  allocation  of  resources 
in  the  production  of  wheat,  clothing,  and  telephones  is  effi- 
cient when  supplies  are  determined  by  marginal  costs,  but 
fishing  to  the  point  where  the  fisherman's  cost  of  catching 
another  fish  is  equal  to  the  price  of  that  fish  in  the 
marketplace  is  not,  we  must  consider  more  closely  the  fun- 
damental difference  between  farmers  and  fishermen.  The 
farmer  either  owned  or  hired  all  of  the  resources — land, 
seeds,  tractors,  and  other  equipment — that  she  needed  to 
produce  her  wheat.  Or  did  she?  She  didn't  have  to  pay  for 
the  rain — although  she  could  have  substituted  for  the  uncer- 
tainty of  rain  by  buying  an  irrigation  system — and  she  didn't 
have  to  pay  for  the  sunlight.  If  you  consider  rain  and  sunlight 
as  resources,  they  fit  into  a  category  of  resources  that 
economists  call  "free  goods."  She  also  got  to  enjoy  several 
public  goods,  such  as  roads  and  education,  but,  in  general, 
the  farmer  had  to  pay  all  of  her  costs  of  production. 

The  fisherman  has  to  pay  the  capital  cost  of  his  boat  and 
gear,  the  variable  costs  of  operating  it  such  as  labor,  bait, 
and  fuel  costs,  and  licensing  fees,  and  he  has  to  contend 
with  a  very  demanding  work  schedule.  He  does  not,  how- 
ever, have  to  pay  anything  for  the  fish  the  way  the  farmer 
pays  for  her  land  and  the  growing  of  crops.  Fish  are  treated 
as  a  free  good.  Fish  are  free  gifts  from  nature,  whereas  farm 
crops  have  to  be  invested  in  and  grown.  But,  when  the  tech- 
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nological  capacity  exists  to  fish  the  fishery  to  a  depleted 
state  and  demand  for  so  much  fish  exists  in  the  market,  the 
fishery  will  be  depleted  unless  something  is  done  to  change 
the  fishermen's  incentives. 

Consider  what  would  happen  if  there  was  only  one  fisher- 
man, and  he  had  the  capability  to  catch  whatever  propor- 
tion of  a  fishery  he  desired.  Would  he  catch  all  of  the  fish? 
Probably  not.  Part  of  the  reason  is  that  he  would  consider 
the  value  of  his  future  earnings  from  catching  fish  and  this 
would  lead  him  to  seek  a  sustainable  catch  level.  He  would 
not  fish  out  or  "mine"  the  resource.  It  is  likely  that  the  value 
to  the  single  fisherman  of  a  constant  stream  of  income  from 
fishing  is  higher  than  the  value  that  would  be  earned  catch- 
ing all  of  the  fish  in  one  season.  Income  that  can  be  earned 
by  fishing  a  well  stocked  fishery  year  in  and  year  out  is 
greater  than  the  value  of  fishing  down  stocks  in  the  present 
year. 

Fishermen  do  not  choose  a  sustainable  level  of  catch  when 
there  are  many  because  they  can't.  They  cannot  exclude 
other  people  from  entering  the  industry,  so  whatever  one 
does  not  catch,  someone  else  will — as  long  as  there  are 
profits  to  be  made  by  taking  it. 

Chapter  2  discusses  the  incentives  of  the  open  access  fishery 
and  ways  in  which  profits  attract  new  fishermen  into  the  in- 
dustry. We  will  show  that,  if  access  to  the  fish  cannot  be  con- 
trolled, technological  capability  and  market  demand  will 
tend  toward  reduced  stocks.  We  will  then  discuss  policies 
by  which  the  single  fisherman  outcome  could  be  approx- 
imated. First,  however,  we  must  consider  the  fishery 
"production  function"  and  see  what  this  tells  us  about 
fishing. 
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I  n  Tobago,  villagers  join  with  fishermen  who  row  a  large 
net  out  from  the  beach  and  back  again  to  pull  in  large  mas- 
ses of  nutritious  fish.  The  fishermen  give  some  of  the  catch 
to  their  helpers,  and  they  carry  the  rest  to  market.  In  the  inter- 
est of  improving  the  income  opportunities  of  the  local 
populace,  the  Agricultural  Development  Bank  of  Trinidad 
and  Tobago  is  attempting  to  find  borrowers  for  loan  invest- 
ments in  coastal  and  offshore  fishing.  If  someone  were  to 
carefully  monitor  the  coastal  fish  stocks  around  Trinidad  and 
Tobago  for  the  next  ten  years  they  should  expect  to  find  that 
the  total  amount  of  resources  committed  to  fishing  coastal 
fish  will  increase  and  that,  eventually,  the  quantity  of  fish 
caught  will  decrease. 

THE  BIOLOGY  OF  FISH  POPULATIONS 

Population  dynamics  uses  mathematical  models  to  explain 
and  predict  changes  in  populations  over  time.  Such  modell- 
ing provides  a  way  to  represent  commonsensical  ideas  in  a 
framework  that  allows  scientific  analysis.  Our  model  of 
population  growth  will  be  the  Schaefer  logistic  model, 
which  is  a  workable  approximation  for  what  happens 
among  many  important  marine  populations. 

The  Schaefer  model  puts  population  (measured  by  weight, 
or  biomass)  on  the  horizontal  axis  and  change  in  population 
on  the  vertical  axis  (again,  measured  as  biomass).  This  al- 
lows one  to  show  graphically  the  idea  that  the  number  of 
fish  you  start  with  has  an  impact  on  the  number  of  fish  that 
will  be  added  to  the  population  over  any  period  of  time.  See 
Figure  2  for  closer  detail  and  an  example. 

If  one  considers  a  very  small  fish  population  in  a  high 
capacity  ecosystem,  one  could  reasonably  expect  the 
population  (number  of  fish)  to  grow  fairly  quickly,  but  the 
biomass  (the  overall  mass  of  the  fish)  to  not  be  so  great,  be- 
cause we  are  starting  from  a  very  small  base  of  fish  and  get- 
ting a  lot  of  small  young  fish  as  recruits.  Considering  a 
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Figure  2 


STOCK  SIZE 


The  Schaefer  Logistic  Model  of  Fish  Stock  Growth 

Figure  2  shows  the  growth  in  a  fishery  that  one  could  expect  over  a 
year,  depending  on  how  many  fish  you  start  with.  If  you  draw  a 
straight  line  up  from  a  given  stock  size,  point  P,  to  the  growth 
curve,  you  can  read  the  expected  annual  growth  in  stock  size  for 
the  given  starting  stock  size. 

Note  that  the  growth  curve  forms  a  bell  shape.  The  same  level  of 
annual  growth  occurs  for  two  different  sizes  of  fish  stocks.  At 
smaller  stock  sizes,  growth  is  limited  by  the  number  of  fish.  At 
larger  stock  sizes,  growth  is  limited  by  environmental  constraints 
and  mortality. 


medium-sized  population,  in  terms  of  the  carrying  capacity 
of  an  ecosystem,  the  increase  in  the  biomass  per  unit  of  time 
would  be  very  high,  because  that  is  what  we  mean  by 
medium — there  is  still  plenty  of  carrying  capacity  to  support 
continued  growth.  If  we  assume  a  very  large  population  rela- 
tive to  the  carrying  capacity  of  an  ecosystem,  then  we  would 
expect  less  growth  in  stock  because  of  competition  for  resour- 
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ces.  The  Schaefer  model  shows  all  of  this  by  drawing  a  bell- 
shaped  curve  on  the  graph  described  above. 

One  can  see  several  important  relationships  through  this 
graph.  One  thing  to  note  is  that  as  one  moves  away  from  the 
origin  (the  intersection  of  the  two  axes)  on  the  horizontal 
axis,  the  growth  rate  increases  from  one  level  of  stock  to  the 
next  until  one  gets  to  stock  size  P*.  Past  stock  size  P*, 
growth  in  biomass  declines  as  you  go  to  larger  stocks.  At 
population  size  N*,  the  population  growth  rate  is  zero.  At 
N* — for  some  given  species  in  some  given  environment — an 
equilibrium  is  established,  wherein  new  growth  and  mor- 
tality just  balance  each  another  out  and  the  system  is 
homeostatic.  This  stock  level  can  be  thought  of  as  the 
natural  equilibrium  size.  If  some  one-time  event  causes  the 
population  level  to  fall,  it  will  increase  each  year  at  the  rate 
implied  by  the  growth  curve  until  it  reaches  the  natural  equi- 
librium size.  Fish  populations  greater  than  N*  have  negative 
population  growth  over  time,  so  they  too  would  be  tending 
back  toward  the  natural  equilibrium  size. 

We  can  also  see  from  the  biomass  growth  curve  that  there 
are  two  different  stock  levels  at  which  the  same  rate  of 
population  growth  occurs.  At  one  of  these  points,  population 
growth  is  constrained  by  the  mathematics  of  small  numbers 
in  which  relatively  large  numbers  of  new  fish  are  recruited, 
and  existing  stock  grows  well,  but  growth  can  only  be  so 
great  due  to  the  smaller  starting  population.  At  the  other 
point,  population  growth  is  constrained  by  competition 
among  fish,  greater  mortality,  et  cetera.  There  is,  in  fart,  only 
one  point  on  the  growth  curve  that  only  one  population 
level  will  get  you  to,  and  that  is  population  size  P*.  At 
population  size  P*,  the  growth  rate  for  the  fishery  is  maxi- 
mized. It  is  as  great  as  it  can  be,  given  the  ecological  carry- 
ing capacity  and  a  species'  population  characteristics. 
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In  an  important  sense,  the  Schaefer  model  gives  us  a  picture 
of  the  production  function  of  the  fishery.  Just  as  in  our  farm- 
ing example  where,  up  to  a  point,  more  fertilizer  results  in 
more  wheat,  larger  fish  stocks,  up  to  a  point,  generate 
greater  production  of  biomass  over  any  given  period.  Recall 
that  the  farmer  decided  how  much  she  wanted  to  produce 
on  the  basis  of  input  prices,  output  prices,  and  the  produc- 
tion effect  of  the  inputs.  But,  in  the  case  of  the  fishery,  the 
production  function  is  largely  outside  of  the  control  of 
people.  Fishermen  can  affect  production  by  their  taking  of 
fish  and  by  the  resulting  changes  in  the  level  and  composi- 
tion of  fish  stocks,  but  they  are  responding  to  prices  over 
which  they  have  no  control,  and  in  terms  of  total  fishing  ef- 
fort, the  effort  of  any  individual  fisherman  is  insignificant. 
We  will  now  change  the  frame  of  reference  on  our  graph  to 
consider  in  closer  detail  the  impact  of  the  fisherman  on  the 
natural  production  function. 

FISHING  AND  POPULATION  BIOLOGY 

In  order  to  describe  the  catch  model  for  the  fishery,  it  is  first 
necessary  to  simplify  reality  somewhat.  Whereas  each  fisher- 
man has  a  different  capacity  in  terms  of  his  boat,  equipment, 
skill  and  luck,  it  will  be  assumed  for  the  sake  of  simplicity 
that  all  fishing  effort  can  be  reduced  to  a  single  measurable 
quantity  such  as  number  of  vessel  fishing  days.  We  will  also 
not  take  into  account  such  elements  as  recruitment 
variability,  interdependencies  offish  populations,  and  un- 
usual or  catastrophic  natural  events. 

When  fishermen  enter  the  fishery  model  described  above, 
they  introduce  a  new  fish  mortality  factor  (fishing)  that  af- 
fects the  population  size.  It  particularly  affects  what  we 
called  in  the  Schaefer  growth  curve  the  "natural  equilibrium 
size."  Fishing  reduces  it.  Depending  upon  the  amount  by 
which  any  level  of  fishing  effort  reduces  a  fish  population, 
there  will  be  a  certain  annual  (or  whatever  time  period) 
natural  replacement  of  biomass  from  the  new  stock  level. 
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The  annual  increase  in  biomass  for  a  fished  fishery  will  be 
greater  than  growth  in  a  non-fished  one.  This  is  because,  as 
we  said  above,  the  population  is  tending  toward  N*  and  net 
growth  at  that  level  is  zero. 

The  catch  curve  described  in  Figure  3  shows  the  maximum 
sustainable  catch  per  unit  of  fishing  effort  and,  for  reasons 
that  should  become  clear,  it  is  very  similar  to  our  original 
biomass  growth  curve.  Each  level  of  effort  on  the  horizontal 
axis  implies  a  certain  equilibrium  population  size.  Because 
of  this  assumed  relationship  between  effort  and  long  term 
population  size,  the  shape  of  the  catch  curve  is  determined 
by  the  natural  replacement  of  biomass  at  any  level  of  effort. 
For  any  level  of  fishing  effort  such  as  E*  we  can  anticipate 
being  able  to  take  F*  amount  or  less  of  fish  catch  annually, 
for  as  long  as  we  like. 

It  is  important  to  note  that  the  catch  graph  shows  that  the 
same  level  of  sustained  catch  can  be  had  for  two  different 
levels  of  fishing  effort.  This  is  reasonable  when  we  think 
about  it,  because  the  annual  increase  in  biomass  was  also 
the  same  for  two  different  levels  of  fish  populations,  and  we 
said  above  that  the  level  of  effort  implied  a  certain  equi- 
librium population.  Studying  the  catch  graph  carefully  will 
show  that,  while  there  is  a  direct  relationship  between  the 
biomass  growth  curve  and  the  catch  curve,  the  stock  size 
did  not  just  trade  a  label  with  fishing  effort.  The  stock  scale 
got  reversed.  Smaller  populations  are  the  ones  that  will  re- 
quire more  effort  to  obtain  a  certain  annual  catch.  Larger 
populations  allow  a  given  amount  of  fish  to  be  caught  with 
less  effort.  Therefore,  on  this  graph,  lower  levels  of  fishing  ef- 
fort imply  larger  stocks  offish  and  higher  levels  of  effort 
imply  smaller  stocks  offish. 

Obviously,  if  one  can  get  the  same  catch  level  from  two  dif- 
ferent levels  of  effort,  it  makes  sense  to  fish  at  the  level  that 
requires  the  least  amount  of  effort  and  to  regard  the  other 
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FISHING  EFFORT 


Effort  versus  Catch 

Figure  3  shows  the  relationship  between  different  levels  of  effort 
and  catch  and  the  maximum  sustainable  catch  that  can  be  expected 
at  any  of  the  effort  levels  given  on  the  horizontal  axis.  It  is  derived 
from  the  growth  curve  graph  of  Figure  2. 

The  maximum  quantity  of  fish  that  can  be  caught  in  a  year  without 
reducing  the  stock  size  is  given  by  the  catch  curve.  This  curve  is 
determined  by  the  biology  of  the  fish  stock  and  the  environment. 
Start  at  an  effort  level  of  zero,  at  which  no  fish  are  caught.As  effort 
increases,  population  size  can  be  expected  to  decrease. 

At  small  effort  levels  (those  to  the  left  of  M*),  the  maximum  replace- 
ment described  by  the  catch  curve  is  limited  by  the  fact  that  the 
population  is  still  very  large  relative  to  the  carrying  capacity  of  its 
environment.  Thus,  very  light  effort  will  not  take  many  fish,  but 
neither  will  the  fish  stock  have  a  fast  growth  rate.  At  higher  levels  of 
effort  (up  to  effort  level  M*),  larger  annual  catches  are  sustainable 
because  environmental  carrying  capacity  limitations  become  less  of 
an  issue.  Past  effort  level  M*,  additional  effort  will  reduce  catch 
levels.  At  those  levels  of  effort,  so  many  fish  are  being  taken  that 
growth  is  limited  by  smaller  stock  sizes.  M*  is  the  level  at  which  the 
fishery  yields  its  maximum  sustainable  growth. 

If  catch  exceeds  any  point  on  the  maximum  sustainable  catch 
curve,  the  fish  stock  becomes  depleted.  Conversely,  catching  some 
number  of  fish  less  than  the  maximum  sustainable  catch  curve 
results  in  the  fish  population  moving  back  toward  a  larger  stock  size. 
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side  of  the  curve  as  irrelevant.  Unfortunately,  as  will  be 
shown  below,  the  open  access  fishery  will  invariably  take  us 
to  the  less  sensible  side  of  the  graph. 

In  review,  very  small  fish  populations  and  very  large  fish 
populations  both  generate  small  rates  of  annual  biomass 
growth.  Medium  sized  populations  generate  larger  amounts 
of  annual  growth.  One  population  size  will  produce  the 
greatest  possible  increase  in  a  year,  and  this  is  called  the 
maximum  growth  rate.  In  terms  of  fishing,  catch  depends  on 
effort  and  fish  stocks  and,  except  for  one  certain  level  of  ef- 
fort, any  given  level  of  sustainable  catch  can  be  had  at  two 
different  levels  of  effort.  So,  why  do  fishermen  spend  more 
effort  than  they  need  to  to  catch  fish? 

THE  ECONOMICS  OF  THE  OPEN  ACCESS  FISHERY 

Mathematicians  can  take  the  graph  that  started  with  the 
Schaefer  logistic  growth  model  and  was  then  incorporated 
into  a  graph  of  annual  (or  some  such  period)  production  at 
different  levels  of  effort,  and  use  it  to  support  a  graph  of  the 
important  relationship  between  revenues  from  fishing  and 
fishing  costs.  If  we  think  of  the  fishing  industry  as  a  whole 
and  make  the  simplifying  assumption  that  an  extra  level  of  ef- 
fort requires  a  constant  extra  cost  (e.g.,  one  more  boat-day 
equals  $1 ,000  more  dollars),  we  can  represent  the  total  costs 
of  the  industry  on  a  graph  of  dollars  versus  effort.  By  saying 
that  costs  were  constant  for  additional  effort,  we  have 
described  a  straight  line  on  the  graph.  This  line  is  called  the 
industry  total  cost  (TC)  curve  (see  Figure  4). 

We  can  also  describe  the  catch  or  production  curve  in  terms 
of  value.  If  the  simplifying  assumption  is  made  that  one  addi- 
tional unit  offish  brought  to  market  adds  a  constant  addition- 
al value  to  the  total  catch,  then  the  vertical  axis  of  the  catch 
graph  can  be  described  in  dollars.  By  multiplying  any  catch 
level  by  the  price  of  a  unit  of  fish,  the  catch  curve  becomes 
the  maximum  sustainable  total  revenue  (TR)  curve  for  the  in- 
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Figure  4 
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Total  Costs  and  Total  Revenues  in  the  Industry 

The  graph  above  shows  the  catch  curve  factored  by  the  value  of  the 
fish  (the  price  of  fish).  The  catch  curve  (showing  the  relationship  be- 
tween effort  and  maximum  sustainable  catch)  thus  becomes  the 
total  revenue  (TR)  curve.  The  line  from  any  point  on  the  effort  axis 
to  the  TR  curve  gives  the  maximum  sustainable  revenues  that  could 
be  extracted  from  this  fish  population  at  that  level  of  effort.  At  effort 
level  E*,  the  maximum  sustainable  industry  revenues  would  amount 
to  P*  dollars. 

The  graph  also  shows  the  total  costs  (TC)  for  the  industry.  As  with 
the  single  farmer  considering  the  effect  of  a  single  input  in  her 
production  process,  an  additional  unit  of  effort  adds  a  constant  cost 
to  the  industry.  So  the  TC  curve  is  a  straight  line. 

The  TC  curve  intersects  the  TR  curve  over  effort  level  I*.  I*  repre- 
sents a  level  of  effort  that  can  achieve  P*,  maximum  sustainable 
revenues  over  time.  This  same  level  of  revenues  could  be  achieved 
with  less  effort  at  effort  level  E*,  but  the  industry  tends  toward  level 
I*  because,  up  to  that  level  of  effort,  there  are  unclaimed  rents  avail- 
able. 

Effort  level  M*  represents  the  level  of  effort  that  provides  the 
greatest  biological  yield  and,  therefore,  the  greatest  gross  revenue 
yield  from  the  fishery  at  a  certain  stock  size.  As  will  be  shown  later, 
this  is  not  the  economically  optimal  catch  level. 
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dustry.  Any  line  from  any  point  on  the  horizontal  axis  up  to 
the  TR  curve  would  represent  the  amount  of  dollars  that 
would  be  generated  by  catching  that  number  of  fish.  The 
line  from  point  M*  to  the  TR  curve  shows  the  maximum  sus- 
tainable revenue  that  could  be  generated  from  fishing  this 
stock. 

If  we  show  the  TR  curve  and  the  TC  curve  on  the  same 
graph,  we  notice  that  the  TC  curve  cuts  the  TR  curve  on  the 
right  side  of  M*,  on  the  graph.  This  is  the  graph  that  shows 
us  why  fishermen  fishing  an  open  access  fishery  will  tend  to 
spend  too  much  effort  chasing  too  few  fish.  If  we  consider 
any  point  on  the  TC  curve  to  the  left  of  where  it  intersects 
the  TR  curve,  we  can  see  that  the  level  of  effort  correspond- 
ing to  that  point  could  generate  more  revenue  (draw  a  verti- 
cal line  from  the  TC  curve  to  the  horizontal  axis  and  to  the 
TR  curve)  than  costs.  The  piece  of  a  line  drawn  from  the  TC 
curve  to  the  TR  curve  can  be  thought  of  as  industry  profits. 
Thus,  those  who  catch  the  most  fish  get  the  most  profits. 

Consider  our  farmer  again.  If  another  unit  of  fertilizer  could 
generate  enough  extra  revenue  to  pay  the  cost  of  buying  and 
applying  the  fertilizer  and  still  maybe  leave  an  additional  bit 
for  the  farmer,  then  she  would  choose  to  apply  the  fertilizer. 
But,  we  showed  in  Figure  4  that  total  revenues  could  still  be 
growing  even  after  marginal  revenues  went  negative.  In  the 
example  of  field  crop  production  we  said  that  the  farmer  got 
to  choose  how  much  fertilizer  to  use  and  that  she  stopped  at 
the  profit  maximizing  point  where  marginal  costs  equal  mar- 
ginal revenues.  In  the  open  access  fishery,  no  one  gets  to 
decide  how  much  total  fishing  effort  is  applied  and  this  is, 
again,  the  root  of  the  problem.  As  long  as  fishing  generates 
profits,  additional  effort  will  be  applied  toward  catching  fish. 
The  end  result  is  that  fishing  effort  will  increase  until  there 
are  no  more  profits  to  be  made.  And  at  that  point— if  what 
we  have  said  about  growth,  production,  and  total  revenues 
is  true — ^too  much  effort  is  chasing  too  few  fish. 
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A  CLOSER  LOOK  AT  INDUSTRY  COSTS, 
REVENUES,  AND  FISHING  EFFORT 

In  this  section  we  will  look  closely  at  an  important  presump- 
tion that  was  slipped  into  the  final  piece  of  the  model.  By 
relaxing  that  presumption  (by  changing  it),  we  will  show 
what  happens  when  technological  improvements  occur. 

What  if  the  technological  capability  was  not  so  great  relative 
to  the  task  of  fishing  our  hypothetical  fish  stock?  In  other 
words,  what  if  the  TC  curve  rose  sharply  and  intersected  the 
TR  curve  to  the  left  of  the  maximum  sustainable  yield?  This 
may  not  be  "economically  efficient"  because  as  we  showed 
with  the  wheat  farmer,  when  total  revenues  equal  total 
costs,  then  marginal  costs  are  usually  greater  than  marginal 
revenues,  but  at  least  we  would  not  find  ourselves  in  the 
position  of  using  more  effort  than  is  necessary  to  catch  a 
given  amount  offish.  This  is  where  some  ocean  fisheries 
have  existed  in  relation  to  fishermen  for  many  centuries. 
Some  others  could  be  and  were  overfished  with  the  avail- 
able technology.  But  what  happens  when  we  start  with  a 
less  efficient  technology  and  then  improve  it? 

If  we  start  with  a  situation  where  the  available  resources  and 
the  available  technology  are  not  capable  of  overfishing  a 
fishery,  then  we  imply  a  steep  TC  curve  that  intersects  the 
TR  curve  to  the  left  of  the  maximum  sustainable  yield.  A 
technology  improvement  can  do  three  things.  It  can  either 
allow  the  same  amount  of  fishing  effort  to  be  expended  at  a 
lower  cost;  it  can  allow  more  fishing  effort  to  be  expended  at 
the  same  cost;  or,  it  can  allow  more  fishing  effort  to  be  ex- 
pended at  a  lower  cost.  In  any  event,  a  technology  improve- 
ment will,  in  general,  improve  the  cost  effectiveness  of 
fishing  effort.  If  the  cost  effectiveness  increases,  our  industry 
cost  curve  will  pivot  downward.  (See  Figures  5a  and  5b.) 

But  an  improvement  in  technology  will  also  affect  the  in- 
dustry TR  curve  because  each  unit  of  effort  will  now  catch 
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Figures  5a  and  5b 

Another  Look  at  Industry  Total  Cost 
and  Total  Revenue 

Figure  5a  shows  a  fishing  industry  that  is  not  in  danger  of  taking  us  to 
the  inefficient  side  of  the  catch  curve — that  will  not  result  in  stock 
depletion  on  the  scale  shown  by  the  previous  graph.  In  terms  of 
economic  efficiency,  the  open  access  model  will  still  result  in  too 
many  resources  being  applied  because  the  incentive  to  fish  away  all 
the  rents  in  the  fishery  still  exists.  But  it  does  not  land  us  on  the  right 
hand  side  of  maximum  sustainable  yield,  at  which  point  the  applica- 
tion of  less  effort  will  result  in  the  supply  of  more  fish.  If  we  assume 
all  the  profits  will  be  fished  away  up  to  the  point  at  which  total  catch 
revenue  equals  total  industry  costs,  then  fishermen  will  apply  effort 
level  G  and  both  costs  and  revenues  will  equal  P. 
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more  fish.  The  increase  in  total  revenue  up  to  a  new  maxi- 
mum sustainable  point  on  the  TR  curve  will  describe  a 
steeper  path  because,  by  what  was  just  said,  more  fish  can 
be  caught  for  less  effort.  The  slide  down  the  inefficient  side 
of  the  curve  is  also  steeper  for  the  same  reason.  Thus,  both 
aspects  of  the  economic  technology  improvement  work 
against  staying  on  the  left  side  of  the  maximum  sustainable 
yield.  At  some  level  of  technological  improvement^  the  in- 
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Figure  5b  combines  Figure  5a  and  the  graph  of  a  technology 
change  that  results  in  greater  catch  at  lower  levels  of  effort  and 
lower  costs  per  unit  of  effort.  The  graph  without  the  superscript  star 
describes  the  situation  before  a  technological  improvement,  and  the 
one  with  the  stars  describes  the  situation  after  a  technological 
improvement.  The  open  access  outcome  after  the  technology 
improvement  is  now  to  the  right  of  maximum  sustainable  yield.  It  is 
now  not  just  economically  inefficient,  it  is  biologically  inefficient. 
Notice  that  under  the  new  TR  and  TC  curves  the  industry  revenues 
have  fallen  from  P  to  P*.  There  now  is  greater  effort  pursuing  these 
reduced  revenues. 


crease  in  catch  will  deplete  the  stock,  causing  fewer  fish  to 
be  caught  and  requiring  more  effort  to  catch  these  fewer 
fish.  There  is  considerable  empirical  evidence  that  many  im- 
portant ocean  fisheries  are  currently  suffering  from  this  sort 
of  pressure. 

One  aspect  of  the  importance  of  the  relationships  between 
effort,  catch,  revenues,  and  costs  is  that,  where  the  TR  curve 
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intersects  the  horizontal  axis  of  the  graph  to  the  right  of  the 
maximum  sustainable  revenue,  more  effort  will  catch  no 
fish.  That  is  because  at  that  level  of  effort  there  are  no  more 
fish  to  be  caught.  Similarly,  if  some  technological  change 
shifted  in  the  TR  curve,  and  effort  remained  at  its  old  level 
for  a  time,  then  more  fish  would  be  sought  and  caught  than 
could  be  sustained  over  time  and  the  fish  stock  would 
gradually  be  depleted.  If  effort  were  sufficiently  efficient  after 
the  technology  improvement,  and  demand  for  fish  were 
great  enough  (i.e.,  if  the  price  consumers  pay  were  high 
enough),  then  the  stock  could  be  fished  to  extinction. 

How  can  we  call  it  a  technology  improvement  if  it  causes 
fewer  fish  to  be  caught?  What  kind  of  "improvement"  could 
lead  to  the  extinction  of  a  fish  stock?  Over  a  certain  range  of 
effort,  an  economic  technology  improvement  increases  the 
profitability  of  fishing.  With  a  technology  improvement,  the 
revenue  that  accrues  to  the  industry  is  increased  relative  to 
any  level  of  effort  or  investment  over  certain  range  of  effort. 
The  number  of  fish  supplied  to  consumers  would  also  be 
greater  (again,  over  that  range).  If  the  industry  could  be 
restrained  to  the  efficient  range  of  effort,  more  fish  could  be 
brought  to  market  for  less  money  (in  terms  of  industry  costs). 
Not  incidently,  fish  stocks  would  be  maintained  at  higher 
levels  than  those  portrayed  in  the  market  failure  described 
above. 

Chapter  3  describes  the  "efficient"  level  of  effort  for  fishing 
at  any  higher  level  of  in  terms  of  natural  resource  rents.  If  we 
consider  that  fish  have  value  before  they  are  brought  to 
market,  then  we  can  understand  natural  resource  rents.  Un- 
derstanding efficient  outcomes  in  terms  of  natural  resource 
rents  will  help  us  compare  various  policies  aimed  at  ensur- 
ing that  people  do  not  catch  too  many  fish.  If  we  ignore  the 
fact  that  fish  in  the  sea  have  value,  then  we  are  well  on  our 
way  to  inefficient  outcomes  for  consumers,  the  fishing 
industry,  and  the  fish  in  the  sea. 
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Resource  Management 
Policies  from  the 
Economic  Perspective 
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ECONOMIC  EFFICIENCY  AND  RENTS 

For  engineers,  efficiency  is  the  ability  to  achieve  some  end 
or  make  a  product  with  minimum  effort  or  inputs.  Getting 
the  greatest  output  for  the  least  inputs  with  the  current  tech- 
nology would  represent  1 00%  efficiency.  When  technology 
changes,  whether  or  not  it  can  be  considered  a  technologi- 
cal improvement  depends  on  whether  it  reduces  the  number 
of  inputs  needed  to  get  a  certain  output. 

Economists  have  a  similar  concept  of  efficiency,  except  that 
they  price  all  of  the  factors  of  production  and  use  these 
prices  to  evaluate  "productive  efficiency."  Productive  ef- 
ficiency is  defined  by  Kopp^  as  "..the  ability  of  a  production 
organization  to  produce  a  well-specified  output  at  minimum 
costs."  This  is  the  economic  corollary  to  the  engineering  ef- 
ficiency described  above.  The  concept  of  productive  efficien- 
cy is  very  important  to  micro-economics  because  most  of 
the  models  of  supplier  behavior  are  based  on  the  assump- 
tion that  all  of  the  producers  are  achieving  productive  ef- 
ficiency. 

There  is,  however,  another  important  use  of  the  efficiency 
concept  in  economics.  Recall  that  economics  looks  at  the  al- 
location of  scarce  resources.  Efficiency  in  that  context  im- 
plies not  only  that  the  suppliers  use  the  minimum  amount  of 
resources  necessary  to  supply  some  amount  of  output — it 
also  means  that  the  wants  of  consumers  are  communicated 
to  suppliers  in  such  a  way  that  quantities  demanded  equal 
quantities  supplied.  This  is  known  as  market,  or  price,  ef- 
ficiency. If  the  proper  conditions  occur,  demand  and  supply 
are  matched  by  prices  in  markets.  Sometimes  prices  move  to 


3  Raymond  J.  Kopp.  The  Measurement  of  Productive  Efficiency,  Resources 
for  the  Future,  Washington,  DC,  1981 . 
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meet  demand  conditions  and  sometimes  supply  moves  to 
meet  prices. 

Consider  what  would  happen  if  an  unexpectedly  large  sal- 
mon catch  brought  hundreds  of  extra  tons  of  this  fish  to  the 
market.  If  demand  remained  constant,  then  the  price  of  the 
salmon  would  have  to  fall  in  order  for  all  available  supplies 
to  be  sold.  Or  consider  what  would  happen  if  the  Food  and 
Drug  Administration  published  a  report  saying  that  eating 
salmon  cured  cancer.  Demand  for  salmon  would  sharply  in- 
crease, prices  would  rise,  and  additional  effort  would  be 
spent  trying  to  bring  more  salmon  to  market.  In  either  case, 
the  mechanism  that  would  alert  buyers  to  buy  more  or  that 
would  alert  salmon  fishermen  to  catch  more,  is  price.  Clear- 
ly, prices  carry  information  from  consumers  to  suppliers 
regarding  how  much  they  are  willing  to  pay  for  a  given 
quantity,  and  prices  carry  information  from  suppliers  to  con- 
sumers regarding  how  much  can  be  supplied  at  a  given 
price.  If  consumers  want  more  of  a  product  than  is  being  of- 
fered, then  they  must  bid  up  the  market  price  to  bring  forth 
that  additional  supply.  If  suppliers  want  to  move  additional 
volumes  of  their  products,  they  typically  must  reduce  their 
prices. 

On  the  assumption  of  productive  efficiency,  a  market  price 
defines  how  much  of  society's  available  resources  are  used 
in  making  the  commodity,  and  this,  in  turn,  determines  how 
much  of  the  good  is  produced.  The  area  below  the  supply 
curve  in  Figure  6  tells  how  much  of  society's  resources  are 
"spent"  on  supplying  the  good.  Although  the  suppliers  are 
doing  the  spending  (by  paying  the  costs  of  production),  con- 
sumers are  giving  them  the  money  to  do  so  by  buying  the 
final  product.  Notice  that,  moving  along  the  supply  curve  up 
to  where  it  meets  the  demand  curve,  there  is  a  positive  dif- 
ference between  the  cost  of  supplying  that  amount  of  the 
good  and  the  equilibrium  market  price.  This  is  called  "rent." 
It  accrues  to  the  owner  of  the  productive  resources. 
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Figure  6 
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Market  Supply  and  Demand 

Markets  are  where  the  free  choices  of  many  demanders  and  the  self- 
interested  response  of  many  suppliers  meet  at  some  mutually  agree- 
able level  of  production.  In  this  graph  of  price  over  quantity,  the 
demand  curve  describes  a  situation  in  which  demanders  want  a  lot 
of  the  good  at  lower  prices  but  less  at  higher  prices.  Conversely,  the 
supply  curve  shows  that  at  a  higher  price  a  great  deal  of  the  good  or 
services  could  be  brought  forth  and  that,  at  lower  prices,  less  of  the 
good  or  service  could  be  supplied. 

The  supply  curve  and  the  demand  curve  here  are  moving  in  op- 
posite directions  (in  terms  of  prices  and  quantities),  and  they  only 
meet  once.  The  quantity  that  demanders  would  like  to  have  is  the 
same  as  the  quantity  that  suppliers  are  willing  to  supply  at  one 
price.  However,  changes  in  people's  preferences  or  wealth  can 
change  where  the  demand  curve  falls.  Similarly,  changes  in  technol- 
ogy and/or  changes  in  input  prices  can  change  where  the  supply 
curve  falls. 
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By  rents  we  mean  a  monetary  value  that  a  productive  factor 
has  when  it  is  used  .  By  using  land  for  farming,  land  has  a 
use  value  that,  together  with  its  scarcity  value,  helps  deter- 
mine how  much  is  paid  for  it  in  the  marketplace.  In  this  ex- 
ample, rents  can  be  thought  of  as  the  farm  profits  that  can  be 
attributed  to  the  land.  Land  rents  will  keep  on  accruing  over 
time  (unless  the  land  is  degraded)  so  that  the  value  of  the 
land  is  in  part  determined  by  the  sum  of  net  revenues  that 
will  come  in  future  years  (discounting  for  the  fact  that  they 
will  happen  in  future  periods — i.e.,  a  dollar  made  next  year 
is  not  worth  a  dollar  today).  Rents  to  land,  in  a  private 
property  system,  accrue  to  whoever  owns  the  land.  The 
owner  can  capture  those  rents  by  farming  the  land  or,  since 
rent  is  figured  into  the  value  of  the  land,  by  selling  the  land. 
And,  of  course,  if  the  land  owner  lets  someone  else  farm  the 
land,  he  will  typically  charge  that  farmer  "rent." 

Rents  in  the  fishery  are  different  because  nobody,  or 
everybody,  owns  the  fish.  In  the  absence  of  any  rule  to  the 
contrary,  the  rents  in  the  fishery  accrue  to  whoever  goes  out 
and  catches  fish.  Because  of  this,  our  ability  to  overfish  can 
result  in  depleted  stocks.  The  economic  equilibrium  that  the 
"rents-to-the-harvester"  model  tends  toward  is  one  in  which 
too  many  fish  are  taken  and  no  net  rents  accrue  to  the 
fishery.  We  have  seen  why,  in  the  open  access  model,  we 
get  this  inefficient  and  undesirable  result.  Below,  we  will  ex- 
plain how  to  recognize  the  economically  efficient  outcome 
and  discuss  some  policies  for  improving  our  utilization  of 
fish. 


^To  be  more  technically  correct,  rent  is  the  difference  between  the  return 
one  gets  from  using  a  fixed  factor  of  production  and  the  returns  that 
would  be  gained  from  applying  that  factor  to  its  next  best  use.  For  a  more 
detailed  description  of  rents  see  David  Ricardo  (1 81 7),  "The  Principles  of 
Political  Economy  and  Taxation." 
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THE  SOLE  OWNER  FISHERY 

As  we  have  already  shown  above,  the  fishing  industry  does 
not  work  the  way  most  productive  industries  work.  So  what 
has  either  market  efficiency  or  productive  efficiency  got  to 
do  with  fishing?  Let's  go  back  to  the  reason  why  the  industry 
will  fish  at  a  level  wherein  more  effort  is  being  spent  to  supp- 
ly some  number  offish  than  is  necessary.  We  said  this  was 
happening  because  short  of  the  intersection  of  the  TR  curve 
with  the  TC  curve  there  are  profits  to  be  made  from  fishing. 
These  profits,  or  rents,  attract  more  fishing  effort,  even 
though  at  some  point,  greater  catch  for  one  fisherman  means 
less  catch  for  another.  While  there  is  some  level  of  effort  that 
would  maximize  the  industry's  profits  from  fishing,  total  fish- 
ing effort  in  an  open  access  fishery  will  tend  toward  a  point 
at  which  the  rents  are  dissipated.  This  occurs  because  effort 
levels  increase  (existing  fishermen  increase  their  levels  of  ef- 
fort or  new  fishermen  enter  the  industry)  until  the  rents  are 
dissipated  among  new  entrants. 

If  the  fishery  belonged  to  a  sole  owner  who  could  exclude 
other  fishermen,  then  the  outcome  would  be  quite  different. 
Under  sole  ownership,  we  would  expect  the  fisherman  to 
fish  at  levels  to  the  left  of  the  maximum  sustainable  yield,  be- 
cause the  fisherman  would  be  concerned  about  the  number 
of  fish  that  he  could  catch  in  the  future  as  well  as  those  he 
might  catch  today,  and  because  we  have  said  that  he  would 
be  able  to  exclude  other  fishermen.  The  same  individual 
choice  of  any  fisherman  in  the  open  access  fishery  would 
not  have  an  effect  on  the  catch  outcome  because  as  long  as 
there  were  profits  to  be  had  from  fishing  that  fish  stock, 
someone  else  would  want  to  catch  whatever  a  foreward- 
thinking  fisherman  might  leave  for  the  future.  But,  if  the  sole 
owner  can  exclude  other  fishermen,  then  he  would  likely 
choose  the  profit  maximizing  level  of  catch,  which  is  on  the 
left  side  of  maximum  sustainable  yield. 
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We  are  not  proposing  that  fisheries  should  be  owned  by  In- 
dividuals. The  reason  for  discussing  the  sole  owner  scenario 
is  to  illustrate  how  catch  outcomes  would  change  if  we 
changed  one  of  the  fundamental  assumptions  of  the  model. 
This  particular  change — changing  from  many  self- Interested 
fishermen  to  one —  allows  us  to  state  simply  the  economical- 
ly efficient  "best  case"  for  a  fishery.  That  Is  the  profit  maxi- 
mizing outcome.  It  is  important  to  note,  however,  that  a 
government  acts  as  a  sole  owner,  to  the  extent  that  the 
public  entrusts  management  of  the  resource  to  the  govern- 
ment and  its  agents.  The  assumption  will  be  made  below 
that,  whoever  the  sole  owner  is,  the  objective  will  be  maxi- 
mizing the  returns  earned  by  utilizing  the  resource.  This  is 
shown  in  the  graphs  of  Figures  7a  and  7b. 

Profit  is  the  difference  between  costs  and  revenues.  There- 
fore, profit  maximization,  as  shown  in  Figure  7a,  is  the  level 
of  effort  that  produces  the  largest  difference  between  the  TC 
curve  and  the  TR  curve.  That  level  of  effort  is  achieved  at 
point  D*,  which  is  to  the  left  of  maximum  sustainable  yield. 
The  point  of  maximum  profits  at  the  left  of  maximum  sus- 
tainable yield  has  some  intuitive  appeal  if  we  consider  that, 
at  larger  stock  levels  (which  is  what  lower  levels  of  effort 
imply),  fish  are  easier  to  find  and  the  relative  cost  of  catch- 
ing fish  is  reduced.  The  economically  efficient  long  term 
catch  in  a  sole  owner  model  will,  under  most  conditions, 
land  us  on  the  left  side  of  the  maximum  sustainable  yield 
where  there  are  lots  of  fish  and  lots  of  profits  to  be  had  from 
catching  them. 

Taking  the  sole  owner  outcome  as  the  "optimal,"  or  most 
economically  efficient,  scenario  that  can  be  achieved  in  the 
fish  market,  we  can  go  on  to  look  at  some  real  world 
policies  that  have  been  proposed  and/or  applied  to  these 
markets  in  an  effort  to  reduce  the  overfishing  that  modern 
technology  and  economic  incentives  lead  to  in  an  open  ac- 
cess fishery.  We  can  use  the  sole  owner  outcome  as  a  stand- 
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Figures  7a  and  7b 


Optimal  Outcome  for  a  Sole  Owner 

Figure  7a  shows  much  the  same  story  for  the  sole  owner  fishery  as 
did  the  Total  Revenue/Total  Cost  graph  (Figure  la)  for  the  individual 
farmer  (except  that  here  the  input  is  fishing  effort).  The  profit  maxi- 
mizing level  of  effort  can  be  shown  in  the  sole  owner  graph  as  the 
maximum  difference  between  total  costs  and  total  revenues  (as  long 
as  revenues  are  greater  than  costs).  If  certain  reasonable  conditions 
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ard  against  which  to  measure  these  other  policies.  We  will 
also  note  what  sort  of  information  would  be  necessary  to  in- 
stitute each  policy,  and  we  will  discuss  some  of  the  enforce- 
ment problems  that  each  might  entail. 

By  looking  critically  at  the  problems  that  have  been  dis- 
cussed above,  we  can  predict  the  sorts  of  policies  that  might 
improve  the  overfishing  problem.  If  we  agree  that  the  "over- 
fishing problem"  entails  too  much  effort  pursuing  too  few 
fish — and  that  this  implies  depleted  fish  stocks  and  too  many 
fishermen  with  too  much  capital  invested  in  gear — and  if  we 
agree  that  people  cannot  positively  affect  fish  production  ex- 
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are  met,  the  maximum  difference  between  costs  and  revenues  is 
always  at  the  point  where  the  slope  of  the  TR  curve  is  the  same  as  the 
slope  of  the  TC  curve. 

The  marginal  revenue  curve  in  a  graph  of  marginal  costs  and  mar- 
ginal revenues  (Figure  7b)  shows  that  this  gives  us  the  same 
"optimal"  outcome.  The  MR  and  MC  curves  in  the  graph  below  show 
the  point  at  which  the  revenue  from  more  effort  does  not  cover  the 
cost  of  employing  that  effort. 

cept  by  catching  fewer  fish,  then  the  only  way  we  can  con- 
trol overfishing  is  by  limiting  catch.  There  are  any  number  of 
ways  in  which  this  can  be  done,  but  the  general  categories 
are  these: 

1 )  Restrict  the  number  of  fishermen  working  a 
fishery,  since  one  of  the  reasons  many  open  access 
fisheries  are  overfished  is  precisely  that  anyone 
who  wants  to  can  catch  fish. 

2)  Limit  the  period  of  time  over  which  fishermen 
are  allowed  to  catch  fish  in  order  to  spread  reduc- 
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tions  equally  among  fishermen  but  not  reduce  the 
number  of  fishermen. 

3)  Restrict  the  technology  that  fishermen  are  al- 
lowed to  use  since  technology  is  what  allows  fisher- 
men to  overfish. 

4)  Give  landing  quotas  to  fishermen  that  would 
limit  the  total  quantity  of  fish  that  could  be  caught. 

5)  Tax  away  the  profits  that  motivate  overfishing 
since  it  is  pursuit  of  profits  that  leads  to  the  ineffi- 
cient outcome. 


LIMITING  ENTRY  IN  THE  FISHERY 

Let's  consider  two  different  policies  for  administratively  con- 
trolling fishing  effort.  They  have  in  common  the  strategy  of 
attempting  to  directly  control  fisherman  behavior  by  enforc- 
ing rules  that  restrict  fishing  effort. 

Fishery  managers  could  limit  the  number  of  fishermen  fish- 
ing a  given  fishery  by  requiring  licenses  and  by  only  provid- 
ing a  certain  number  of  these.  By  limiting  the  number  of 
people  who  can  catch  fish,  one  would  expect  to  reduce 
catch  at  some  point.  But,  if  we  think  about  this  policy  in 
terms  of  our  model  of  self-interested  fishermen,  we  can 
reasonably  expect  that  the  remaining  participants  would  in- 
crease the  scale  of  their  catch  efforts  (or,  improve  their  tech- 
nology) until  the  market  returned  to  the  inefificient  right  hand 
intersection  of  total  costs  and  total  revenues. 

An  example  of  this  response  by  fishermen  to  entry  restric- 
tions is  the  British  Columbia  salmon  fishery.  There, 
managers  reduced  the  number  of  licensed  vessels  by  20  per- 
cent, but  these  vessels  were  then  replaced  by  bigger  and  bet- 
ter vessels  that  actually  increased  the  capacity  of  the  fleet. 
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There  might  be  some  point  where,  if  few  enough  boats  were 
allowed  to  fish  a  fishery,  some  dis-economies^  of  size  would 
eventually  keep  the  remaining  participants  short  of  the  open 
access  equilibrium.  But,  if  the  remaining  fishermen  were  al- 
lowed to  increase  individual  effort  and  change  their  technol- 
ogy, it  would  be  extremely  difficult  for  fishery  managers  to 
accurately  equate  the  optimal  number  of  fishermen  with  the 
optimal  catch.  And,  if  managers  applied  gear  restrictions 
along  with  entry  restrictions,  fishermen  would  only  exag- 
gerate other  aspects  of  their  capacity  to  overcome  these 
restrictions  so  that  a  cycle  of  regulation,  capacity  enhance- 
ments, and  more  regulation  is  set  in  motion. 

There  would  be  some  fairness  questions  to  such  a  policy, 
especially  if  it  landed  the  industry  back  at  the  point  where 
the  open  access  policy  did  (except  with  fewer  fishermen). 
But  there  are  some  politically  attractive  aspects  to  entry 
restriction.  A  licensing  policy  could  be  a  fairly  painless, 
long  term  mechanism  for  achieving  reduced  fishing  effort  if 
it  "grandfathered''  current  producers.  Under  such  a  policy, 
participants  in  the  fishery  would  have  the  right  to  continue 
fishing  up  to  some  point  in  the  future  (maybe  until  retire- 
ment), but  would  not  be  able  to  pass  on  this  license  to 
anyone  else.  Fisheries  managers  could  then  control  the  num- 
ber of  fishermen  participating  in  the  industry  through  attri- 
tion and  controlled  replacement. 

How  fishermen  and  potential  fishermen  would  compete  for 
licenses  would  be  the  next  problem.  Lotteries  may  seem  the 
most  fair,  but  economists  would  likely  propose  an  auction. 


5  Economies  of  size  occur  when  cost  efficiency  is  improved  by  increasing 
the  size  of  the  production  unit.  At  some  point,  however,  greater  size  starts 
to  reduce  efficiency  and  this  reduction  in  efficiency  due  to  increases  in 
size  is  called  "dis-economiesof  size." 
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Under  a  lottery,  those  who  might  be  more  effective  fisher- 
men and  those  who  might  not  take  it  so  seriously  would 
both  have  an  equal  chance  to  win  the  license.  Under  an  auc- 
tion, the  license  would  go  to  the  highest  bidder  who, 
presumably,  is  the  one  who  values  it  most  highly.  In  either 
event,  there  would  be  fewer  individual  fishermen  under  a 
restricted  entry  scheme  than  under  most  other  policies  be- 
cause limiting  effort  by  limiting  the  number  of  fishermen 
provides  an  incentive  for  larger  scale  operations. 

SEASONAL  RESTRICTIONS 

Another  way  of  reducing  fishing  effort  would  be  to  reduce 
the  amount  of  time  during  which  fishermen  are  able  to  catch 
fish,  that  is,  by  reducing  the  season.  If  fishermen  only  catch 
so  many  fish  a  day,  and  if  our  model  tells  us  what  optimal 
level  can  be  sustained  over  time,  then  we  just  divide  the 
total  allowable  catch  by  the  total  catch  per  day  and  that 
gives  us  how  many  days  in  our  season.  This  approach  has, 
in  fact  been  used  fairly  extensively  by  fisheries  managers. 

When  we  look  at  it  carefully,  however,  reduced  seasons  are 
almost  as  difficult  a  mechanism  to  use  as  limiting  the  num- 
ber of  fishermen.  If  the  number  of  fishermen  are  reduced, 
then  each  fisherman  will  expand  his  efforts  until  his  mar- 
ginal costs  of  catching  another  fish  equals  the  value  of  that 
fish  in  the  market  place — i.e.,  fishermen  will  continue  to  fish 
away  the  rents.  Similarly,  if  the  amount  of  time  over  which 
fish  can  be  caught  is  reduced,  then  fishermen  will  pack 
greater  effort  into  that  shorter  period  of  time.  Restricted 
season  policies  induce  fishermen  to  fish  around  the  clock  in 
a  manner  that  is  both  dangerous  to  fishermen  and  inefficient 
for  society.  The  predictable  behavior  of  fishermen — there 
are  still  profits  to  be  made — makes  it  extremely  difficult  for 
the  fishery  manager  to  get  back  to  some  specific,  desirable 
level  of  reduced  effort  and  higher  stocks. 
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TECHNOLOGY  AND  GEAR  RESTRICTIONS 

Another  means  of  controlling  catch  is  limiting  technology. 
This  policy  has  also  been  applied  by  fisheries  managers.  In 
the  case  of  salmon  fishing  in  the  Yakutat  region  of  Alaska, 
regulations  allow  only  beach  set  nets.  These  nets  are  hauled 
in  by  hand  from  the  shore,  requiring  more  effort  than 
mechanized  gear  (although  the  fishermen  can  still  supple- 
ment their  fishing  with  technologically  advanced  gear,  such 
as  radar  for  locating  fish).  Restrictions  can  be  an  effective 
way  to  protect  stocks  against  the  unbridled  use  of  an  im- 
proved technology,  but  it  does  not  necessarily  achieve  a 
more  desirable  outcome  for  fishermen  or  fish  consumers. 

The  way  that  we  would  show  the  economic  effect  of  a  tech- 
nology restriction  is  by  graphing  total  costs  and  total 
revenues  under  the  two  different  technology  scenarios. 
Figures  8a  and  8b  show  that  technology  restrictions  might 
avoid  greater  stock  depletion.  One  must  be  careful  in 
making  generalizations  because  different  sets  of  empirical 
data  will  give  us  different  outcomes  (i.e.,  there  are  any  num- 
ber of  ways  to  portray  these  graphs  unless  one  has  empirical 
data).  For  instance,  whether  the  fishery  was  already  being 
overfished  or  not  would  help  to  determine  whether  moving 
from  the  existing  outcome  to  the  economically-optimal- 
under-new-technology  outcome  would  result  in  more  or  less 
fish  being  supplied  in  any  period.  But  one  generalization 
that  can  be  made  is  that  the  catch  level  obtained  under  a 
restricted  technology  could  be  obtained  with  fewer 
economic  resources  if  the  new  technology  were  allowed, 
and  if  one  could  restrain  catch  to  an  optimal  level. 

Technology  restrictions  tend  to  increase  the  danger  in  fish- 
ing. However,  they  are  sometimes  attractive  to  fishery 
managers  because  preventing  change  is  typically  easier  than 
imposing  change.  They  are,  by  definition,  technologically  in- 
efficient, but,  as  we  have  shown  in  the  graph,  they  can  con- 
ceivably prevent  a  reduction  in  the  long  term  supply  offish. 
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Figures  8a  and  8b 


Effects  of  a  Technology  Restriction 

Unlike  the  example  given  in  Figure  5b  that  showed  how  a  technology 
improvement  could  move  catch  in  a  fishery  over  to  the  inefficient  side 
of  the  effort  curve,  this  example  assumes  that  the  technology  improve- 
ment only  reduces  costs  and  does  not  result  In  more  fish  being  caught 
for  the  same  amount  of  effort.  This  means  that  the  maximum  revenue 
curve  stays  put  and  the  cost  curve  pivots  downward. 

In  Figure  8a,  the  industry  was  not  overfishing  the  fishery  in  biological 
terms  before  the  technology  improvement.  With  the  technology  im- 
provement (represented  by  the  TC   line),  the  industry  suffers  under  an 
incentive  to  overfish  stocks  because  the  cost  per  unit  of  effort  has  gone 
down.  However,  more  fish  are  delivered  to  the  marketplace  than  were 
delivered  under  the  old  technology.  Thus,  a  technology  restriction  in 
this  case,  while  keeping  the  industry  from  biological  overfishing,  will 
also  restrict  the  amount  of  fish  delivered  to  market. 

In  Figure  8b,  the  industry  was  already  overfishing  the  fishery  before  the 
technology  improvement  (curve  E).  With  the  improvement,  the  lower 
cost  of  fishing  effort  encourages  fishermen  to  overfish  to  an  even 
greater  degree  (curve  E  ),  thus  reducing  the  quantity  of  fish  delivered  to 
market.  If  a  stock  is  being  overfished,  a  technology  improvement  in  an 
open  access  setting  will  invariably  result  in  less  fish  being  brought  to 
market  over  the  long  run.  In  this  case,  a  technology  restriction  will 
result  in  more  fish  supplied  over  the  long  run. 


Gear  restrictions  such  as  net  size  and  vessel  size  can  also  be 
effective  ways  to  limit  catch.  Limiting  catch  by  regulating  al- 
lowable mesh  size  changes  some  of  the  original  underlying 
assumptions  about  the  catch  curve  in  our  biomass  model, 
since  such  a  policy  would  bias  the  catch  (and,  thereby, 
stocks)  toward  a  certain  size  class  of  fish.  Whether  this  in- 
creased or  decreased  productivity  of  a  given  fish  population 
would  depend  on  the  reproductive  biology  of  the  species.  It 
is,  in  fact,  very  difficult  to  compare  this  policy  in  general  to 
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our  economically  optimal  outcome  without  first  specifying 
the  biological  outcome  of  the  policy. 

Rather  than  hypothesize  various  biological  outcomes,  we 
can  satisfy  ourselves  that,  while  mesh  size  restrictions  might 
prevent  further  degradation  of  a  fish  stock  and  might  even  im- 
prove stock  levels,  there  is  little  reason  to  expect  this  policy 
to  move  us  toward  the  economically  efficient  level  of  either 
effort  or  catch.  It  does  not  bring  about  a  more  efficient  level 
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of  effort  because  mesh  size  restrictions  merely  limit  the  avail- 
able resource  to  the  larger  size  classes  in  the  fishery. 
Economic  incentives  and  conditions  are  not  otherwise 
changed  so  we  should  still  expect  too  much  effort  to  be  ex- 
pended pursuing  this  reduced,  but  still  profitable,  resource. 
And  gear  restrictions  could  not  be  expected  to  bring  about 
more  efficient  catch  levels  because  it  would  be  practically 
impossible  to  equate  maximum  mesh  size  to  the  optimal 
stock  size  for  the  fishery. 

Gear  restrictions  such  as  mesh  size  limits  also  entail  consid- 
erable enforcement  problems.  If  a  single  vessel  is  fishing 
several  different  species,  then  it  might  need  to  carry  different 
nets  for  its  different  enterprises.  If  the  regulator  allows  the 
vessel  to  carry  different  net  sizes,  it  becomes  very  difficult  to 
enforce  restrictions  for  the  regulated  fishery. 

Other  gear  restrictions,  such  as  net  length  limits  have  been 
proposed  for  some  ocean  fisheries.  Such  restrictions  address 
the  more  blatant  abuses  of  some  fishermen  but,  like  mesh 
size  limits,  they  do  not  provide  a  very  precise  instrument  for 
obtaining  an  optimal  catch  level.  In  some  cases,  such  as 
longlining,  the  objective  of  the  policy  is  not  to  drive 
resource  allocation  outcomes  to  some  optimal  level  so 
much  as  it  is  to  stop  an  abuse.  Gear  restrictions  and  other 
policies  attempt  to  directly  control  fishermen's  behavior.  We 
will  now  look  at  some  of  the  less  direct,  economic  means 
for  controlling  catch  levels. 

LIMITING  CATCH  WITH  QUOTAS 

The  most  severe  form  of  a  quota  system  is  a  moratorium,  or 
ban,  on  fishing.  Under  a  moratorium,  no  one  can  land  any 
of  the  restricted  fish  and  everyone's  quota  is  zero.  A 
moratorium  was  recently  placed  on  the  striped  bass  fishery 
in  some  of  the  Atlantic  Coast  states.  While  this  measure 
seems  to  have  allowed  an  impressive  rebound  of  striped 
bass  stocks,  it  has  created  disruption  for  both  recreational 
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and  commercial  fishermen,  not  to  mention  consumers.  It 
also  provides  an  example  of  the  "free-rider"  problem 
wherein  some  states,  most  notably  Virginia,  did  not  join  the 
moratorium,  yet  their  fishermen  benefited  from  the  fact  that 
most  states  stopped  fishing  striped  bass  and  stocks  revived. 
Free  riders  are  a  problem  if  fish  stocks  travel  through  areas 
that  are  able  to  opt  out  of  the  management  plan. 

There  are  two  fundamental  questions  attending  the  quota 
policy:  how  big  should  the  total  catch  be,  and  how  should 
the  quotas  be  allocated?  The  first  question  is  answered  by 
the  graph  of  catch  under  the  sole  owner  scenario  in  Figure 
7.  If  economic  efficiency  is  desired,  then  the  optimal  level  of 
effort  is  the  one  that  maximizes  the  difference  between  total 
costs  and  total  revenues  for  the  fishery.  The  quota,  or  total  al- 
lowable catch,  should  be  one  that  returns  stocks  to  the  left 
side  of  maximum  sustainable  yield  where  profits  are  maxi- 
mized. If  biological  efficiency  is  the  objective,  then  the  op- 
timal catch  level  is  the  one  associated  with  the  maximum 
sustainable  yield,  because  that  catch  level  defines  the  maxi- 
mum productivity  of  the  fishery. 

The  second  fundamental  question  in  the  use  of  catch  quotas 
is  how  to  allocate  them.  This  question  has  important 
ramifications  for  economic  efficiency  as  well  as  fairness 
aspects  of  the  policy.  The  simplest  way  to  implement  a 
quota  would  be  to  announce  the  quota  at  the  start  of  the 
season  and  then  close  the  fishery  after  that  many  fish  had 
been  landed — regardless  of  who  brought  them  in.  In  fact, 
this  method  has  been  most  commonly  used  by  fisheries 
managers.  But,  while  it  is  easy  to  implement,  it  has  the  same 
effect  on  fishing  effort  as  limited  seasons.  It  encourages 
fishermen  to  use  bigger  boats  and  better  technology  and  to 
work  around  the  clock  so  as  to  be  the  first  back  to  port  with 
full  holds. 
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Another  approach  to  quotas,  and  one  that  takes  into  account 
fishermen's  economic  incentives,  would  be  to  decide  on  a 
total  allowable  catch  and  to  allocate  catch  quotas  among 
fishermen.  These  individual  quotas  could  be  allocated  ac- 
cording to  each  fisherman's  contribution  to  total  catch 
before  the  quota  came  into  effect  (based,  for  instance,  on 
some  three-year  average  for  each  fisherman  and  total  catch 
for  that  year).  Or,  alternatively,  equal  quotas  could  be  allo- 
cated to  everyone  who  wants  one  so  that  the  size  of  each  in- 
dividual quota  would  be  determined  by  dividing  the  total 
allowable  catch  by  the  number  of  quotas  granted.  Another 
method  might  be  to  auction  quotas,  so  that  whoever  valued 
them  most  highly  would  win  them. 

If  a  quota  is  binding  in  that  it  constrains  fishing  effort,  any  al- 
location system  will  afflict  some  fishermen  since  reduced  ef- 
fort implies  that  some  fishermen,  at  least,  will  be  catching 
fewer  fish  over  the  short  run.  One  way  to  mitigate  the  im- 
position on  fishermen  would  be  to  provide  quotas  to  fisher- 
men and  to  then  promote  the  free  trading  of  them.  If  quotas 
were  tradable,  a  market  could  be  expected  to  develop  in 
which  quotas  would  be  bought  and  sold.  The  quota  would 
represent  the  right  to  catch  fish  and  that  right  would  have 
value  to  fishermen.  Fishermen  who  wanted  more  quotas 
would  be  willing  to  pay  a  price  less  than  or  equal  to  the  dis- 
counted returns  to  catching  as  many  fish  annually  as  al- 
lowed under  that  quota.  Obviously,  some  fishermen  would 
be  quota  buyers  and  others  would  be  quota  sellers.  Thus, 
along  with  the  boat  and  gear  that  anyone  leaving  the  in- 
dustry would  want  to  sell,  fishermen  would  possess  another 
source  of  value  in  their  quotas. 

If  quotas,  no  matter  how  they  are  originally  distributed,  are 
tradable,  then  the  profits  to  the  fishery  will  accrue  to  the 
holder  of  the  quota.  It  could  be  expected  that  quotas  would 
be  gathered  by  the  best  fishermen,  because  the  best  fisher- 
men would  value  them  most  highly  and  would  pay  the 
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highest  price  for  them.  Less  successful  fishermen  would  be 
less  able  to  absorb  the  shock  of  reduced  allowable  effort  and 
they  would  be  the  sellers  of  quotas.  On  the  other  hand,  if 
quotas  are  not  tradable  then  a  larger  number  of  fishermen 
might  choose  to  stay  in  the  fishery,  since  there  is  no  addition- 
al value  attached  to  getting  out.  Informal  markets  for  catch 
quotas  might  develop  that  would  impose  regulatory 
avoidance  costs  on  operators  in  the  market. 

Along  with  the  fishermen,  fish  consumers  would  also  ex- 
perience a  reduction  in  economic  welfare  if  catch  were 
reduced  for  a  time.  In  the  long  run,  economic  welfare  for 
both  consumers  and  producers  will  be  larger  than  that  at- 
tending the  overfished,  open  access  fishery.  But  if  fishing  ef- 
fort has  depleted  stocks,  and  effort  has  to  be  reduced  to  get 
stocks  back  to  a  more  productive  level,  then  both  consumers 
and  producers  as  groups  will  forfeit  some  welfare  in  the 
short  run.  Economists  try  to  measure  these  losses  and  com- 
pare them  against  gains  in  producer  and  consumer  welfare 
over  the  long  run  and  they  have  posited  some  very  interest- 
ing interpretations  of  scarce  data  with  such  studies.  Unfor- 
tunately, these  studies  are  seldom  made  accessible  to  the 
general  public. 

In  cases  such  as  the  North  Pacific  crab,  shrimp,  and  pollock 
fisheries,  where  effort  is  very  likely  greater  than  the  long 
term  maximum  sustainable  yield,  but  stocks  are  not  yet  dras- 
tically reduced,  it  is  painful  to  watch  the  unfolding  scenario 
in  which  the  industry  continues  to  invest  in  boats  and  gear 
that  will  soon  drive  stocks  of  shrimp  and  pollock  into  a 
depleted  state,  reducing  catch  and  demanding  possibly  dras- 
tic solutions.  The  further  stocks  are  depleted,  the  greater  the 
pain  will  be  attending  any  "adjustment,"  whereby  fishing  ef- 
fort is  brought  into  line  with  what  is  biologically  sustainable 
and/or  economically  efficient.  If  a  quota  system  were  intro- 
duced before  stocks  were  severely  depleted,  then  the  pain  of 
adjustment  would  be  much  less.  But,  in  the  absence  of  a 
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believable  production  function  for  the  fishery  at  different 
stock  levels  and  different  catch  levels,  is  it  necessary  to  go 
"over  the  edge"  with  catch  levels  so  that  we  know  how 
much  is  too  much? 

TAKING  AWAY  THE  PROFITS 

As  we  have  said,  nobody — or  everybody — owns  the  fish.  In 
the  absence  of  any  rule  to  the  contrary,  the  rents  accrue  to 
whoever  goes  out  and  catches  them.  We  have  already  seen 
why,  in  an  open  access  setting,  this  leads  to  an  inefficient 
and  undesirable  result.  But,  what  if  all  of  the  people  (or  the 
majority  of  the  people,  or  a  benevolent  dictator),  acting 
through  government  institutions  decided  that  the  rents  to  a 
fishery  should  accrue  to  fisheries  management  programs,  or, 
perhaps,  more  broadly,  to  environmental  management 
programs?  The  way  to  do  this  would  be  to  impose  a  landing 
tax  on  all  the  fish  brought  to  market. 

A  tax  on  landings  would  act  like  any  excise  tax,  and  would 
reduce  the  amount  of  effort  spent  on  fishing.  The  effect  of  a 
tax  can  be  viewed — as  in  Figure  9 — as  an  increase  in  fishing 
costs.  This  increase  in  costs  would  lead  to  a  reduction  in 
total  effort  (though  over  the  short  term  a  perverse  outcome 
could  prevail  in  which  fishermen  worked  harder  to  catch 
more  fish  so  that  each  one's  net  revenue  stayed  the  same). 
How  quickly  to  try  to  restore  stocks  to  their  optimal  level  is 
very  much  an  issue,  as  it  is  for  any  policy  that  tries  to  in- 
crease stock  levels.  But  one  could,  in  theory,  set  a  tax  rate 
that  over  the  long  run  allowed  fishermen  a  reasonable  return 
on  capital  and  that  restrained  fishing  effort  to  levels  where 
producer  and  consumer  welfare  were  maximized  according 
to  market  efficiency. 

A  significant  difference  between  optimally  set  tradable  catch 
quotas  and  an  optimal  landing  tax  is  that  the  fishery  rents 
would,  in  the  latter  case,  accrue  to  the  government,  whereas 
in  the  case  of  tradable  quotas,  rents  would  accrue  to 
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Figure  9 


Effects  of  a  Tax  on  Fish  Landings 


Graphically,  a  tax  on  landings  (also  called  a  royalty)  is  either  a  shift 
up  or  a  pivoting  upward  of  the  industry  total  cost  curve.  If  the  tax  is 
a  fixed  amount  per  unit  landed,  then  the  total  cost  curve  shifts  up. 
Figure  9  shows  a  sliding  scale  tax  that  increases  with  increased  land- 
ings. In  either  event,  along  with  all  of  the  other  costs  of  catching 
fish,  fishermen  would,  under  a  landings  tax,  have  to  bear  the  addi- 
tional cost  of  a  charge  for  fish  landed.  An  economically  optimal 
catch  would  be  obtained  by  raising  the  marginal  cost  of  catching 
fish  so  that  he  would  have  no  incentive  to  fish  past  the  socially  op- 
timal catch. 

Consider  the  application  of  a  tax  that  raises  the  cost  of  fishing  so 
that  the  industry  total  cost  curve  intersects  the  total  revenue  curve  at 
the  economically  optimal  point  "P"  as  in  the  graph.  Income  will  be 
lost  if  fishermen  fish  beyond  this  level  of  effort,  so  they  probably 
will  not  do  it,  or  they  would  not  be  able  to  do  it  for  long.  The  rents 
to  fish  would  accrue  to  the  government. 
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whoever  owned  the  quota.  Such  a  tax  would  have  the  same 
efficiency  effect  as  tradable  quotas  in  regard  to  who  stayed 
in  the  fishery — the  productive  fishermen.  (Some  fisheries 
have  a  landings  tax,  but  it  is  for  the  purpose  of  increasing 
revenue  for  the  taxing  government,  not  for  deterring  people 
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from  entering  the  fishery  or  forcing  people  out.)  Less  produc- 
tive fishermen  would  not  be  able  to  continue  fishing  if  the 
tax  constrained  total  available  revenues  and  they  were  com- 
peting with  more  productive  fishermen.  Less  effective  fisher- 
men would  not  be  able  to  compete  and  would  be  displaced, 
leaving  behind  only  the  most  efficient  fishermen.  A  tax 
would  also  provide  an  incentive  for  technology  improve- 
ments, since  they  would  have  the  appearance  of  reducing 
costs  and  enlarging  profits  in  the  short  run.  Such  technology 
improvements  would  therefore  require  constant  adjustments 
of  the  landings  tax,  in  order  for  the  optimal  catch  outcome 
to  be  maintained. 

Fishermen  would  not  likely  want  to  start  paying  for  some- 
thing that  has  always  been  free.  And  they  may  not  trust  the 
government  to  set  the  tax  properly.  All  of  the  information 
that  would  be  necessary  in  the  case  of  establishing  the 
(economically)  optimal  long  term  total  catch  quota— as- 
sociating different  levels  of  effort  with  costs,  stock  levels, 
market  prices,  technology,  and  catch — would  still  be  neces- 
sary. But  rather  than  telling  fishermen  how  many  fish  can  be 
caught  per  quota  holder,  the  fishery  manager  would — under 
a  landings  tax  policy — determine  how  much  tax  the  industry 
could  bear  and  still  bring  the  economically  optimal  amount 
of  fish  to  market.  Over  most  of  the  1980s,  voters  in  the 
United  States  have  elected  to  restrict  government's  share  of 
society's  economic  resources.  This  has  resulted  in  the 
government's  inability  to  provide  some  services  that  for  one 
reason  or  another,  cannot  be  supplied  by  private  enterprise 
suppliers,  including  fisheries  management  and  information 
services.  None  of  this  bodes  well  for  proponents  of  a  land- 
ings tax. 
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Conclusion:  So  Why  Do 
People  Catch  Too  Many 
Fish? 


RED  T  SNAPPER 
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I    eople  catch  too  many  fish — according  to  the  economic 
view  on  the  matter — because  the  fishery  is  treated  as  a  free 
good  to  which  everyone  has  access.  Some  fishermen  will  do 
better  than  others  and  make  profits,  others  will  barely  cover 
their  operating  costs  and  limp  from  season  to  season.  None 
of  them  has  an  incentive  to  reduce  their  fishing  effort.  In  the 
long  run,  that  setup,  coupled  with  an  ever  increasing  tech- 
nological capability,  leads  to  catch  levels  that  overwhelm 
nature's  ability  to  replace  fish  stocks.  It  is  not  happening  be- 
cause of  excessive  greed  on  the  part  of  fishermen,  it  is  hap- 
pening because  that  is  the  system  equilibrium  under  the 
current  (open  access)  setup.  If  someone  owned  the  fish,  or  if 
a  single  entity  controlled  fish  catch  levels,  the  system  equi- 
librium would  be  different. 

There  was  a  time  when  fish  could  be  treated  as  a  free  good. 
At  that  time,  fishermen's  capacity  to  catch  fish  did  not  out- 
strip nature's  ability  to  replenish  fish  stocks.  Those  days  are 
largely  gone.  The  days  of  less  efficient  fishing  can  be  legis- 
lated by  restricting  technology,  or  imposing  limits  on  the 
time  or  effort  that  fishermen  can  apply  to  any  fishery  can 
reduce  catch.  Or,  managers  can  take  an  economic  approach 
of  somehow  pricing  the  resource.  Whatever  the  manage- 
ment strategy,  it  is  important  to  recognize  the  market  failure 
in  open  access  fisheries. 

The  National  Marine  Fisheries  Service  is  now  more  aware 
than  ever  of  the  potential  and  need  for  limited  access 
management  of  our  nation's  marine  fisheries.  Several 
fisheries,  such  as  wreckfish  in  the  South  Atlantic  region  and 
the  mid-Atlantic  surf  clam  fishery,  now  work  under  an  In- 
dividual Transferable  Quota  (ITQ)  system.  The  South  Atlan- 
tic Fishery  Management  Council  is  looking  into  limited  entry 
schemes  for  other  reef  fish  species  of  the  deep  water  com- 
plex, and  the  North  Pacific  Fishery  Management  Council  is 
designing  a  quota  system  for  sablefish.  In  1 991  the  Pacific 
Fishery  Management  Council  adopted  license  limitation  for 
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managing  and  conserving  stocks  of  Pacific  Coast  groundfish, 
and  examples  of  seasonal  closures  are  the  shrimp  fisheries  of 
the  Gulf  of  Maine  and  Gulf  of  Mexico.  Canada,  New 
Zealand,  and  Iceland  have  also  implemented  ITQ  and  other 
limited  access  programs. 

Now  is  the  time  for  open  debates  on  new  ideas  for  fisheries 
management  and  careful  examination  of  case  studies,  both 
successes  and  failures,  because  the  Magnuson  Fishery  Con- 
servation and  Management  Act  will  be  reauthorized  by  Con- 
gress in  1 993.  This  is  an  opportunity  to  move  the  Act  from 
its  original  emphasis  on  development  of  U.S.  fisheries  and 
traditional  management  measures  to  allowing  the  implemen- 
tation of  more  progressive  schemes.  The  Act  currently  does 
not  provide  a  mechanism  for  income  from  taxes,  fees,  or 
rents  to  accrue  to  the  conservation  and  management  of  the 
resource.  Furthermore,  although  the  Aa  requires  the  con- 
sideration of  maximum  sustainable  yield  and  the  economic 
wellbeing  of  the  nation's  fisheries,  it  has  yet  to  consider  the 
long  term  view.  There  has  never  been  a  more  critical  time 
for  the  government  and  the  American  public  to  engage  in  a 
constructive  dialogue  concerning  the  overexploitation  of  our 
living  marine  resources,  the  conservation  of  the  ocean's 
productivity,  and  the  sustainability  of  the  livelihoods  it 
supports. 
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Carrying  Capacity 


Economic  Efficiency 


Equilibrium 


Long  Run/Short  Run 
Equilibria 


In  general,  the  carrying  capacity  of 
an  ecosystem  is  the  maximum  num- 
ber of  a  given  living  species  that 
can  be  supported,  given  physical 
and  biological  constraints  within 
that  ecosystem. 

Economic  efficiency  implies  that  a 
given  good  or  service  is  supplied  in 
a  least-cost  manner,  given  current 
technology.  An  economically  effi- 
cient range  of  effort  is  the  range  of 
input  use  over  which  the  marginal 
costs  of  production  are  rising  more 
slowly  than  the  marginal  revenue 
generated  from  production.  In 
other  words,  there  are  still  profits  to 
be  gained  from  adding  one  more 
unit  of  input,  or  production. 

Equilibrium,  or  balance,  is  a  state 
toward  which  a  given  process 
tends  over  time.  In  the  fishery, 
human  activity  can  disrupt  this 
equilibrium  by  taking  more  fish 
than  can  be  replaced  through 
natural  processes. 

In  the  short  run,  some  aspects  of 
the  production  process  are  fixed 
(i.e.,  stock  size,  capital  stock  of  the 
industry.)  In  the  long  run,  change 
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Marginal  Costs/ 
Marginal  Revenues 


Maximum  Sustainable 
Yield  (MSY) 


can  happen,  and  fixed  inputs  be- 
come variable.  Thus,  in  the  short 
run,  the  equilibrium  harvests  that 
are  attainable  given  a  certain 
amount  of  fishing  effort  may  be 
greater  than  the  harvests  that  are 
sustainable  in  the  long  run  due  to 
factors  that  are  slower  to  react  to 
the  short  run  level  of  effort,  such  as 
environmental  degradation  and  fish- 
ing above  maximum  sustainable 
yield. 

Another  word  for  marginal  is  "in- 
cremental." One  can  measure 
results  in  terms  of  the  costs  of 
achieving  them.  The  marginal  cost 
curve  illustrates  how  much  output 
each  additional  unit  of  input  will 
yield.  At  some  level,  an  additional 
(incremental)  unit  of  input  will  not 
result  in  the  same  increase  in  out- 
put as  did  the  previous  units  of 
input.  Marginal  revenues  (or  mar- 
ginal returns)  indicate  how  much 
additional  output  will  be  produced 
by  an  additional  unit  of  input. 
Again,  at  some  point,  an  additional 
unit  of  input  will  not  yield  as  much 
additional  output  as  the  previous 
units.  Eventually  the  marginal  costs 
will  be  greater  than  the  marginal 
revenue  where  adding  additional 
input  costs  more  than  the  resulting 
additional  output. 

MSY  is  the  greatest  amount  of  a 
resource  that  can  be  exploited 


54 


591 


Natural  Resource  Rents 


Open  Access  Fishery 


Production  Function 


without  running  down  stocks  over 
time.  MSY  is  determined  by  the 
available  amount  of  the  resource 
and  the  rate  at  which  those  stocks 
are  able  to  replicate  themselves. 
For  most  fisheries,  the  amount  of 
fish  that  can  be  taken  from  the 
ocean  in  a  sustainable  manner — 
the  maximum  sustainable  yield — 
depends  primarily  on  stock  size, 
rate  of  reproduction,  and  longevity. 

Natural  resources  are  renewable 
resources  that  have  a  value  in  both 
current  and  future  consumption. 
Natural  resource  rent  is  the  value 
of  the  resource  after  all  costs  of 
bringing  it  to  market  are  subtracted. 
In  other  words,  rent  is  profit. 

An  open  access  fishery  is  one  in 
which  anyone  who  wishes  can  fish. 
Even  when  licenses  are  required,  if 
the  number  of  licenses  is  not 
limited  and  the  holder  does  not 
have  to  abide  by  quotas  or  other 
restrictions  to  access,  the  fishery  is 
still  an  open  access  resource. 

(known  on  a  graph  as  the  produc- 
tion curve)  In  production,  the 
amount  of  output  generated 
depends  on,  or  is  a  function  of,  the 
amount  of  inputs  utilized.  Produc- 
tion can  be  represented  as  a  mathe- 
matical formula  that  predicts  the 
output  for  varying  levels  of  input 
use. 
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Total  Cost/total 
Revenue  Curves 


The  total  cost  curve  is  the  curve  on 
a  graph  of  costs  versus  output  that 
shows  the  total  costs  that  can  be  an- 
ticipated for  any  given  level  of  out- 
put. Similarly,  total  revenues  are 
shown  by  the  total  revenue  curve, 
which  is  graphed  over  revenue  ver- 
sus output.  Since  revenues  and 
costs  are  both  denominated  in  dol- 
lars, and  since  both  are  graphed 
against  output,  both  curves  can  be 
shown  on  the  same  graph. 


Variable  Costs 


In  most  production  processes  there 
are  fixed  inputs  and  variable  in- 
puts. Fixed  inputs  are  constant.  For 
example,  a  fixed  input  in  the 
production  of  wheat  is  land.  Vari- 
able inputs  are  not  constant.  In  the 
wheat  production  example,  they 
would  include  inputs  such  as  fer- 
tilizer and  labor.  The  costs  as- 
sociated with  variable  inputs  are 
variable  costs. 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
The  Under  Secretary  for 
Oceans  and  Atmosphere 

Washington.  D  C    20230 


Mr.  Roger  E.  McManus 
President,  cWter  for  Marine 

Conservation 
1725  DeSales  Street,  N.W. 
Washington,  D.C.   20036 


Thank  you  for  your  letter  regarding  individual  transferable 
quotas  (ITQs)  and  their  relationship  to  property  rights.   I 
welcome  the  opportunity  to  clarify  our  views  on  ITQs  and  other 
controlled  access  management  systems. 

To  respond  directly  to  your  question,  this  administration 
does  not  advocate  privatization  of  public  living  marine 
resources.   The  establishment  of  ITQs  does  not  confer  private 
property  rights,  nor  do  holders  of  quota  shares  own  the  resource. 
Rather,  this  type  of  fisheries  management  distributes 
transferable  harvesting  privileges  of  the  allowable  yield 
specified  under  a  fishery  management  plan  (FMP) .   An  ITQ  will 
necessarily  have  some  characteristics  and  advantages  of  private 
property  since  holders  of  shares  can  treat  them  as  a  negotiable 
instrument  that  can  be  bought,  sold,  or  leased.   But  ownership 
and  control  of  the  resource  remains  in  the  public  sector. 

Our  goal  is  effective  stewardship  of  fisheries  resources. 
We  are  comfortable  that  full  public  control  of  fishery  resources 
will  be  exercised  through  the  Regional  Fishery  Management 
Councils  in  the  preparation  of  FMPs.   Under  FMPs,  the  Councils 
can  propose  ITQ  systems  as  a  means  to  provide  efficient 
management  of  a  specific  fishery,  but  the  FMPs  will  regulate  the 
amount  of  fish  that  may  be  harvested  under  the  ITQ.   They  may 
also  contain  other,  traditional  conservation  measures,  such  as 
spawning  area  closures.   Thus,  substantial  Federal  control  over 
the  public's  fisheries  resources  will  be  exercised  even  when 
T^arket-based  marsarjement  regimes,  snrh  an  ITQs,  are  implemented. 
The  Councils  are  encouraged  to  consider  the  full  range  of 
management  systems  to  optimize  economic  and  social  benefits  of 
fisheries  under  their  jurisdictions. 

We  agree  with  your  point  about  the  need  for  NOAA  to  clarify 
distinctions  between  property  rights  and  harvesting  rights.   We 
are  actively  seeking  opportunities  to  ensure  that  all  our 
constituents  understand  the  difference  between  these  confusing 
terms.   Updates  of  the  NOAA  Strategic  Plan  will  delete  references 
to  property  rights  in  favor  of  the  intended  expressions 
"harvesting  rights"  and  "harvesting  privileges." 


THE  ADMINISTRATOR         ''^B^^ 
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We  also  share  your  concern  about  assigning  harvesting  rights 
at  no  charge  under  ITQs.   However,  there  is  currently  no 
authority  under  the  Magnuson  Fishery  Conservation  and  Management 
Act  to  collect  rents  or  other  user  fees.   We  welcome  continued 
dialogues  with  the  Center  for  Marine  Conservation  on  rents  and  on 
the  assessment  of  special  fees  to  pay  the  heavy  costs  of 
administering  controlled  access  fisheries. 

I  appreciate  your  interest  in  this  important  matter  and  look 
forward  to  your  continued  support  of  NOAA's  conservation  efforts. 


cerel 


Sincerply, 

D.  James  Baker 
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Doxsee  Ssa  Clam  Company,  Inc. 


February   16,1994 


U.S.    H0U!5e    of    RcprfiSf-iiLtttivp.s 

Committee  on 

Merchant  Marine  .incl  FJr.herieB 

Room  1334  Lonflworth  House  Office  Bujlrtlno 

Washington.  B.C.  ZOhUi-fiaSO 

Honorable  Thomac  .1.  Mdiiton,  Chairman 


Please  allow  my  ciimmrnrs  on  the  1TQ  syBtem  of  managing  the  surf 
clam  fishery  to  hf  etit.ored  into  the  record. 

My  company  harvests  and  prncreR.mx;  Burf  clamB  on  Long  Island,  N.Y. 
My  family  has  been  eng«<jed  in  thi.q  aotivjty  since  1944.  At  preeent, 
the  clame  we  are  li.ii-vcctlng  afQ  from  N.Y.  state  waters. 

Ill  addition  to  the  problomi;  created  by  the  ITQ  system  my  largest 
compJnint  wac  the  1.i<.k  of  foresight  by  the  powers  th^t  be  in  regard 
to  what  would  happen  to  the  cloyens  of  sea  clam  veBsels  surplusod  by 
Amendment  8.  The  schrmn  rtl  lowed  for  tr.inKfor  of  JTQ  allocation  onto 
fewer  vessels  which  was  rjuppo.sed  to  roduro  'OVERCAPITALIZATTON '  in 
the  fishery.  InHl.enU  of  so  doing  Araendinent  8  c«us«d  the  transfer  of 
fishing  effort  from  one  area  to  another. 

By  a  strange  combination  of  cirrumBtonces,  the  implementation  of 
Amendment  8  coincided  with  a  virgin  set  of  sea  clams  within  the 
territorial  wat<>i?i  ol  New  York  state.  Where  there  were  upwards  of 
five  vessels  harvest.i mj  in  the  Atlantic  Ocean  waters  of  New  York, 
now  there  are  twenty  seven.  The  owners  of  these  boats  received  a 
virtual  Bubsiriy  nol  \.o  1 1  sh  tlieir  boats  in  the  form  of  ITQs .  They 
were  not  satiEfied  with  that  but  invaded  the  waters  of  N.Y.  state 
to  make  a  quick  killJng.  The  regulators  of  N.Y. even  though  familiar 
with  amendmeni  B  and  even  had  a  seat  on  the  Mid  Atlantic  Council 
and  voted  for  Amt-ndmr-nt  fl,  did  nothing  to  forestall  this  invasion 
and  even  encour.igp<l  it. 

It  goes  without  srtyino  th.it  the  vast  increase  in  the  fleet  has 
created  vast  hards;hi|)s  on  the  trndiLional  sea  clam'  harvesters  of 
the  state.  This  ir.  only  one  negative  impact  of  Amendment  8,  but  a 
very  serious  one  lor  my  compiuiy. 


Very  triily  yourr. , 
Robert  Doxsee 
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Queen  Anne  Fisheries,  Inc. 

1939  Eighth  A\enue  West 

Seattle,  Washington  98119 

(206)  284-91^8 


h  \  .\;i,sc).\V( 

M.iik  S  Lund>lcii.  i^pcr.iioi 


]  124/94 


The  Honorable  Thomas  Manton,  Chairman 
Fisheries  Management  Subcommittee 
Merchant  Marine  and  Fisheries  Committee 
534  Ford  House  Office  Building 
Washington,  D.C.  20515 

Dear  Chairman  Manton, 

I  am  writing  to  thank  you  for  attending  the  meeting  in  Seattle  on  Januai^  17  with  Mike 
Lowry,  Jolene  Unsoeld,  Maria  Cantwell,  and  members  of  our  fishing  industry.  I  appreciate  the 
willingness  of  you  and  of  our  state's  delegation  to  work  with  fishermen  in  order  to  figure  out 
our  problems. 

I  am  the  owner/operator  of  a  longline  vessel,  the  Masonic,  am  a  Trustee  of  Fishing 
Vessel  Owners'  Association  in  Seattle,  and  have  been  an  active  participant  in  the  campaign  for 
the  IFQ  system  now  being  implemented  for  the  sablefish  and  halibut  fisheries.  Believe  me,  we 
all  look  forward  to  fishing  under  that  system  in  1995. 

In  the  last  year  I  also  have  become  involved  as  a  "volunteer"  Board  member  with  a 
different  group  of  fishermen  -  Independent  Fishermen  For  Fair  Quotas  (IF3Q).  a  group  of 
trawl  catcher-boats,  crabbers,  freezer  longliners,  a  factory  trawler,  and  a  processing 
mothership.  Most  are  members  of  either  United  Catcher  Boats,  Alaska  Crab  Coalition,  or  the 
North  Pacific  Longline  Association. 

Since  early  December,  I  have  taken  on  the  duties  of  Director  for  IF3Q  until  I  go  back 
fishing  later  this  spring. 

In  that  time,  we  plan  to  work  as  much  as  possible  for  an  IFQ  plan  for  groundfish  and 
crab  for  the  North  Pacific  fisheries  still  under  open-access  management.  More  a  joint  campaign 
than  a  traditional  fishermen's  organization,  we  plan  to  work  as  long  as  necessary  with  as  many 
fishermen  as  we  can  to  help  develop  that  plan. 

The  passage  of  the  halibut  and  sablefish  IFQ  program  is  a  credit  to  our  fisheries 
management  system.  I  hope  we  can  work  out  another  system  for  crab  and  for  the  other  species 
of  groundfish  in  the  North  Pacific. 


Sincerely, 

7/4/. --4t- 


Mark  S.  Lundsten 
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INDEPENDENT  FISHERMEN 
FOR  FAIR  QUOTAS 

2442  Nurlhwest  Market  Street  /i'349 
Seattle,    Washington    9KI07 
IMione    (206)    283-2994   or    782-0770 
Khx    (206)    2K2-6175 


January  24,  1994 


Richard  B.  Lauber,  Chairman 

North  Pacific  Fishery  Management  Council 

P.O.  Box  103136 

Anchorage,  Alaska  995 10 


Dear  Rick, 


1  am  writing  to  express  our  disappointment  with  the  recent  decision  by  the  NPFMC  to  prioritize 
license  limitation  for  the  groundfish  and  crab  fisheries  in  the  North  Pacific. 

Over  80%  of  the  production  capacity,  including  processors,  testified  both  to  the  Council  and  to  the 
Advisory  Panel  that  the  14  problems  facing  the  groundfish  and  crab  fisheries  in  the  North  Pacific 
identified  by  the  Council  would  be  substantially  addressed  by  an  IFQ  system  and  would  not  be 
addressed  by  license  limitation.  In  fact,  fisheries  management  history  shows  that  license  limitation 
will  exacerbate  the  race  for  fish  and  its  concomitant  snarl  of  over-capitalized  vessels  and  plants  and 
will  worsen  most  of  those  problems  we  are  trying  to  solve. 

Public  testimony  at  the  last  two  meetings  by  members  of  IF^Q,  United  Catcher  Boats,  the  Alaska 
Crab  Coalition,  and  the  American  Factory  Trawlers  Association  has  especially  highlighted  that 
point.  Plus,  members  of  the  Pacific  Seafood  Processors  Association  have  spoken  almost 
exclusively  at  these  meetings  about  the  kind  of  IFQ  sytem  they  want  the  Council  to  ctevelop. 

Not  too  long  ago,  an  Alaskan  Council  member  went  on  record  in  favor  of  IFQs  primarily  because 
of  safety  concerns.  Now  that  position  has  changed.  Another  Alaskan  has  testified  that  we  need  to 
establish  a  reasonable  management  system  for  conservation  and  economic  reasons,  for  both  the 
fleet  and  for  coastal  communities,  with  IFQs.  That  too  has  changed.  Another  Council  member  has 
always  said  he  wants  to  see  the  whole  of  the  fisheries  rationalized  at  one  time  with  an  IFQ  system. 
Now  that  he  has  had  the  chance  to  do  that,  he  has  changed  his  mind.  We  are  frustrated. 

IF^Q's  position  is  clear:  we  want  IFQs  for  groundfish  and  crab  and  we  want  the  original  allocation 
to  be  based  on  historical  participation.  The  pioneers  of  the  fisheries,  those  that  got  those  fisheries 
off  the  ground,  should  be  allowed  to  continue  in  a  reasonable  fashion. 

The  Council's  recent  decision  to  "fast-track"  license  limitation  is  a  slap  in  the  face  to  those  of  us 
who  have  committed  ourselves  both  to  the  business  of  fishing  and  to  an  honest  stake  in  the  Council 
process. 

Testimony  has  been  given  by  a  credible  and  legitimate  majority  of  the  industry's  investment  and 
fishing  power  that  IFQs  will  help  solve  the  crisis  we  are  suffering.  We  have  stated  clearly  how 
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license  limitation  will  not  help.  When  the  Council  rejects  this  kind  of  advice  from  industry,  I 
seriously  have  to  question  the  Council's  legitimacy. 

I  made  it  very  clear  in  my  own  testimony  that  the  industry  is  willing  to  negotiate  the  complexities  of 
an  IFQ  program  among  themselves.  We  will  try  to  do  the  dirty  work.  We  will  try  to  figure  out 
some  kind  of  system  for  ourselves.  We  have  to.  Just  as  the  halibut  and  sablefish  fishermen  have 
done  (and  I  speak  from  personal  experience). 

The  members  of  IF30  arc  not  going  to  quit.  But  we  do  not  trust  the  Council  to  act  in  a  sensible 
fashion  on  this  issue.  We  will  negotiate  our  position  with  the  rest  of  our  industry  as  best  we  can 
and  we  will  pursue  our  goal,  the  same  goal  that  the  Council  should  have,  in  whatever  avenue  we 
are  forced  to  take. 

No  one  can  be  blamed  for  the  current  state  of  our  business.  But  the  Council  is  to  blame  for 
impeding  the  solution  to  the  problem.  Studies  of  license  limitation  are  only  slogging  down  the 
process  of  making  sane  the  dangerous  and  financially  perilous  business  of  fishing  in  the  North 
Pacific. 

On  the  record,  almost  every  major  user  group  has  testified  to  their  committment  to  working  out  a 
solution.  The  Council  at  this  point  is  only  in  ^e  way. 


Sincerely, 

Mark  S.  Lundsten 


Secretary  Ronald  H.  Brown 
Mr.  Douglas  K.  Hall 
Mr.  Rolland  A.  Schmitten 
Governor  Mike  Lowry 
Mr.  Robert  Turner 
Senator  Patty  Murray 
Senator  Slade  Gorton 
Representative  Thomas  Manton 
Representative  Jolene  Unsoeld 
Representative  Maria  Cantwell 
Representative  Jim  McDermott 
Representative  Norm  Dicks 
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North  Pacific  Fishing,  Inc. 

4039  ?1sl  Avo  W  #201  ■  Seallle.  WA  98199 
(206)  2R3  1137  ■  IWX  ^101004709  N  PAC  Fl  ■  FAX  2062818681 


January  21,  1994 

Honorable  1  homas  J  Manton,  Chairman 
Subcommittee  on  Fisheries  Management 
US  House  of  Representatives 
H-2  513  Ford  Building 
Washington,  DC  20215 

RE:  Rationalization  of  North  Pacific  Fisheries  and  Magnuson  Act  Re- Authorization 

Dear  Congressman  Manton: 

1  enjoyed  speaking  with  you  at  your  reception  in  Seattle  this  week    I  am  writing  to  follow-up  on 
our  discussion    My  compar^y.  North  Pacific  Fishing,  Inc.  operates  the  FA'  AMERICAN  NO.  I 
while  our  sister  company  PATHFINDER  USA,  Inc  operates  the  freezer  longliner  FA' 
PATHFINDER  in  the  federally  managed  fisheries  of  the  North  Pacific.  Our  two  companies  are 
based  in  Seattle  and  employ  approximately  175  people  in  Washington  and  Alaska.  I  personally 
have  46  years  of  experience  in  the  fishing  industry,  37  years  of  which  were  spent  at  sea.  Upon 
removal  of  the  foreign  fleets  from  our  waters,  I  created  North  Pacific  Fishing  to  develop 
American  at -sea  processing  capacity    I  have  served  as  a  member  of  several  government  advisory 
bodies  including  six  years  as  a  voting  member,  and  as  vice-chairman,  of  the  North  Pacific  Fishery 
ManagenienI  Council    As  a  Council  member  I  always  served  as  a  representative  of  commercial 
fishermen,  not  of  a  particular  gear  type  or  specific  market.  I  strongly  object  to  the  growing  trend 
in  which  council  members  work  toward  their  own  immediate  personal  interests  instead  of  working 
for  their  future  by  building  a  strong  fishery  for  all  participants 

The  federal  fisheries  in  the  North  Pacific  are  amongst  the  healthiest,  best  managed,  and  most 
productive  in  the  world    Each  of  the  over  30  fisheries  in  the  North  Pacific  are  regulated  under  a 
strict  fieetwide  quota    These  quotas  are  set  below  the  scientifically  determined  overfishing  level 
Regardless  of  the  amount  of  efTorl,  the  National  Marine  Fisheries  Service  prevents  these  fieetwide 
quotas  from  being  exceeded    Since  the  Americanization  of  these  fisheries  through  the  Magnuson 
Act,  we  have  built  the  most  accurate  and  complete  fisheries  database  in  existence  under  any 
government  fisheries  management  authority    In  the  midst  of  this  success,  a  group  of  individuals 
who  are  unable  to  compete  in  this  business  through  lack  of  skill  or  vision  are  attempting  to 
convince  Congress  that  the  Magnuson  Act  should  be  amended  to  require  the  government  to  give 
this  multibillion  dollar  resource  to  them    These  individuals  and  organizations  are  attempting  to 
sell  this  idea  to  Congress  as  a  "market-based  solution"  to  "overcapitalization."  Far  from  being  an 
equitable  management  plan.  Individual  Transferable  Fishing  Quotas  (IFQs/ITQs)  are  nothing  less 
than  a  plan  to  place  public  property  in  the  hands  of  private  individuals. 
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These  groups  claim  broad-based  support  for  their  plan  to  solve  our  industry's  problems    In 
making  this  assertion  they  ignore  the  fact  that  they  have  been  unable  to  achieve  consensus  on  the 
blueprint  for  IFQs  even  amongst  themselves    Further,  at  this  month's  North  Pacific  Fisheries 
Management  Council  meeting,  the  Council  and  its  Advisory  Panel  composed  of  industry  and 
public  representatives,  voted  to  table  the  IFQ  plan  in  favor  of  developing  a  license  limitation  plan, 
buyback  program,  and  enhancing  the  current  traditional  regulations  to  reduce  bycatch  and  waste 
in  the  fisheries    These  votes  underscore  our  assertion  that  there  is  no  industry  consensus 
supporting  IFQs. 

Prior  to  taking  any  action  I  strongly  suggest  that  you  review  the  testimony  presented  to  the 
council  by  the  public    Not  only  will  you  find  the  voices  of  the  large  lobbying  organizations  that 
support  the  give-away  of  the  public  resource,  you  will  also  find  the  testimony  of  private  citizens 
who  traveled  to  the  council  to  voice  their  opposition  to  an  IFQ  plan.  One  young  man  testified 
that  he  was  a  third-generation  fisherman  and  that  he  and  his  brothers  had  been  completely 
disenfranchised  fiom  the  halibut  fishery  due  to  not  having  followed  the  complicated  political 
machinations  which  lead  to  the  sablefish/halibut  IFQ  plan.  The  sablefish/halibut  plan  was 
approved  by  Commerce  Secretary  Brown  last  January  amidst  an  intense  Washington  DC  lobbying 
effort,  not  due  to  grassroots  support. 

IFQs  would  create  a  fisheries  management  system  that  only  very  wealthy  investors  could  afford  to 
enter    Last  year  a  much  less  restrictive  limited-entry  permit  system  was  recently  put  in  place  by 
the  Pacific  Fishery  Management  Council  which  regulates  the  low-value  whiting  fishery  off  the 
coasts  of  Washington,  Oregon,  and  California    Within  one  week  afler  we  received  the  permit  for 
one  of  our  small  101  foot  catcher-only  trawl  vessels,  we  received  an  offer  of  $1 14,000  for  the 
permit    The  value  of  a  similar  permit  in  the  Canadian  Pacific  coast  fisheries  one  and  one-half 
years  afler  the  implementation  of  their  limited-entry  program  was  $700,000.  If  a  limited  entry 
permit  system  places  this  significant  a  burden  on  the  fishing  fleet,  it  does  not  take  an  economist  to 
show  that  the  economic  value  of  an  IFQ,  which  not  only  grants  limited  access  but  a  specific  share 
of  the  total  annual  harvest,  is  vastly  greater  than  limited-entry  permits.   If  a  license  limitation 
program  is  adopted,  the  option  of  having  licenses  revert  to  the  federal  government  upon  the 
licensee  ceasing  his  or  her  involvement  in  the  fishery. 

The  elTect  of  an  IFQ  program  would  also  be  to  greatly  increase  the  bureaucracy  and  expense 
needed  to  manage  our  fisheries    The  current  reporting  system  already  requires  many  hours  a  day 
of  our  vessel  operators'  and  office  staffs  time    The  added  burden  of  regulation  and  reporting 
already  being  looked  into  by  the  National  Marine  Fisheries  Service  (NMFS)  staff  would  be 
staggering    At  a  minimum  NMFS  estimates  that  each  vessel  would  need  to  purchase  a  $75,000 
plus  scale  system  to  weigh  each  fish  harvested    The  Scale  industry  has  stated  on  the  public  record 
that  scales  meeting  NMFS  requirements  do  not  even  exist  and  will  take  years  to  develop.  This  is 
not  a  recipe  for  a  simple  program  that  reduces  government  bureaucracy.  It  is  a  recipe  for 
enhanced  government  regulation  and  waste    Mr  Steven  Pennoyer,  the  director  of  the  Alaska 
Region  of  NMFS  states  that  an  IFQ  program  will  not  be  simple  and  will  entail  at  least  a  10,000% 
increase  in  the  number  of  individual  fisheries  his  staff  must  manage. 
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The  great  financial  value  of  an  IFQ  share  combined  with  the  security  granted  by  the  program 
would  attract  investors  not  normally  interested  in  owning  and  operating  fishing  vessels    This 
program  would  thereby  destroy  the  small  and  medium-sized  fishermen  and  with  them  destroy  the 
ability  of  our  fishing  fleet  to  respond  to  economic  and  ecological  changes.  None  of  us  in  the 
industry  today  are  smart  enough  to  know  what  type  of  vessels  and  equipment  we  will  need  to 
have  to  meet  the  conservation  requirements  of  the  future    By  giving  away  a  resource  under  an 
IFQ  plan  euphemistically  called  a  "market-based  solution"  Congress  would  be  destroying  the 
dynamism  of  our  fleet    It  might  also  be  giving  our  fisheries  to  the  foreign  banks  which  have 
underwritten  many  of  the  overextended  factory  vessels    Indeed,  in  the  case  of  the  Mid-Atlantic 
Council's  IFQ  plan,  the  majority  of  the  IFQs  are  either  in  the  hands  of  Borden,  a  major  processing 
concern,  and  of  foreign  banks    A  better  method  of  managing  the  economics  of  the  fishery  is 
allowing  the  current  truly  market-oriented  system  to  continue:  the  survival  of  the  most  efficient 
fishermen    The  failure  of  investors  who  neither  understand  fishing  nor  are  capable  of  safely 
managing  a  fleet  without  the  government  guaranteeing  their  financial  security  is  capitalism 
working  normally    It  is  the  government's  place  to  assure  sound  ecological  management  of  the 
fishery,  not  to  change  the  rules  to  choose  the  winners 

Giving  away  or  selling  the  public  resource  is  not  the  answer  to  our  management  problems,  it  is  the 
an.swer  for  the  economic  problems  and  greed  of  a  group  of  individuals  and  companies  who  made 
bad  business  decisions  and  who  are  not  interested  in  the  long-term  viability  of  our  newly 
Americanized  fisheries    Even  so,  IFQs  will  not  put  more  fish  into  the  ocean,  they  will  only  create 
an  asset  that  can  be  put  on  a  balance  sheet    The  Magnuson  Act  currently  encourages  maximum 
yield  from  the  resource  by  providing  public-access  fisheries  for  which  fees  are  not  charged  and 
exclusive  rights  to  fish  are  not  granted    I  urge  you  not  to  destroy  the  unique  character  of  our 
fisheries  by  making  them  accessible  only  to  very  wealthy  investors.  Following  the  Commerce 
Secretary's  1992  Inshore/Offshore  decision  the  price  of  pollock  paid  to  shoreside  delivery  vessels 
dropped  due  to  the  fact  that  a  small  group  of  processors  were  the  only  customers  in  the  worid 
who  could  buy  that  fish  by  US  law    IFQs,  Processor  Quotas,  and  auctions  will  only  exacerbate 
these  problems  for  the  fishermen    I  do  not  advocate  Congress  writing  the  status  quo  into  law,  I 
am  merely  urging  you  not  to  mandate  the  drastic  and  crippling  change  from  the  status  quo  to 
solve  the  economic  problems  of  a  few  businessmen  and  foreign  banks  who  made  bad  business 
decisions 

Sincerely, 


C^a^  (2  C^IZM2y1.yl.£^  (J 


Rudy  A  Petersen 
President 


cc  The  Honorable  Ernest  F  Hollings,  U  S  S  ,  Chairman,  Commerce  Science  and  Transportation 
1  he  Honorable  Gerry  E  Studds,  M  C  ,  Chairman,  Merchant  Marine  and  Fisheries 
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Statement  of  United  Catcher  Boats 


Submitted  to: 

Tlie  House  Merchant  Marine  and  Fisheries  Committee's 

Subcommittee  on  Fisheries  Management 


Washmgton,  DC. 
February  9,  1994 
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To:       The  Honorable  Thomas  J  Manton, 

Cbainnan  House  Merchant  Mahoe  and  Fisheries  Committee's 
Subcommittee  on  Fisbenes  Management 

From:    United  Catcher  Boats  y 

3040  W  Commodore  Way 
Seattle,  Washington  98199 

Dear  Congressman  Mantcni  and  membo^  of  tlie  Cc»umittee; 

United  Catcher  Boats  appreciates  this  opportunity  to  submit  testimony  on  tlie  use 
of  Individual  Transferable  Quotas  as  a  fisbenes  management  tool. 

UCB  is  an  organizatioQ  representing  over  50  trawler  catcher  vessels  active  in 
North  Pacific  fisbenes.  It  is  a  new  association  which  is  the  successor  to  American  High 
Seas  Fisheries  Association  and  American  Independeni  Fishermen,  and  also  includes  vessel 
owners  who  have  not  been  members  of  the  previous  catcher  vessel  organizations.  Our 
member's  vessels  range  in  length  fixsn  75  to  1 90  feet,  and  while  they  are  primarily 
involved  in  groundfish  in  the  N<Mth  Pacific,  many  also  participate  in  the  Alaskan  King  and 
Tanner  Crab  fisheries  artd  some  are  involved  in  the  Pacific  Whiting  fishery  as  well.  Most 
of  our  members,  who  are  based  in  Alaska,  Washington,  Or^on  and  California,  began 
operating  in  the  groundfijsh  fisheries  in  the  late  1970's  and  early  1980's.  Collectively  we 
have  harvested  fXHJghly  half  of  all  the  groundfish  caught  by  Americans  in  the  North  Pacific 
FF7  since  the  passage  of  the  MFCMA. 

Though  we  are  a  new  oi]ganizatiQn  we  represent  many  of  the  pioneers  of  the  North 
Pacific  groundfishery.  As  such,  we  have  watched  and  participated  in  the  development  of 
the  largest  and  most  valuable  fisheiy  in  the  United  States.  After  struggling  successfiiUy  to 
wrest  ccutrol  of  the  fishery  fix>m  f(»eign  fleets,  it  is  a  terrible  disappointment  to  find  our 
fishery  has  gone  fiom  boom  to  bust  overnight.  Yet  this  tragedy  comes  as  no  surprise.  In 
1 987,  before  the  harvest  of  groundfish  was  even  fully  Amencanized,  the  North  Pacific 
Fisheries  Management  Council  foresaw  the  imminence  of  overcapitaLizatic»i  The  council 
appointed  the  Future  of  Groundfiah  (FOG)  Committee  to  chart  a  course  around  these 
shoals.  In  doing  so  the  council  made  a  Statement  of  Commitment: 

"ExpansicMi  of  the  domestic  fleet  harvesting  fish  withm  the  EEZ  off  Alaska  has 
made  compliance  with  the  MFCMA 's  National  Standards  and  achievement  of  the 
Council's  cotDprsheosive  goals  more  difficult  under  current  management  regimes. 
The  NPFMC  therefcxe  is  committed  to  pursue  alternative  management  methods 
that  will  support  the  C<Mn{X«beo[sive  Goals  Adopted  by  the  Council  and  achieve 
mc»e  productive  and  rational  tffoit  and  harvest  levels  in  the  groundfish  fishery. " 
The  FOG  Ccnuuittee  reported  back,  urging  the  CouiKil  to  embark  on  a  course  of  limited 
access  to  avoid  the  many  problems  associated  with  overcapitalized  fisheries,  not  the  least 
of  which  would  be  an  un-ending  series  of  allocation  battles 

Unfortunately  the  Committee's  report  was  set  aside  and  the  Council  soon  found 
itself  floundering  in  the  infamous  "Inshore/OfEshore"  battle    This  exercise  absorbed 
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almost  all  the  Council's  energies  for  two  years  wliile  the  overcapitalization  spiral  continued 
unabated  in  all  sectors.  When  it  was  all  over  no  one  had  any  real  cause  to  celebrate 
Rational  management  had  retreated  further  than  ever  over  the  horizon,  while  the  Council 
had  attempted  to  bail  out  a  sinking  ship  with  a  leaky  bucket.    When  the  Secretary  of 
Commerce  tlnaliy  approved  portions  of  the  lashore/Offshore  decision,  it  was  accompanied 
by  the  follovnug  directive: 

"1  urge  the  Council  to  work  as  expeditiously  as  possible  toward  some  other 
method  of  allocating  fish  either  than  the  Olympic  system  or  direct  government 
intervention.  The  Olympic  system's  race  to  the  quota  contributed  substantially  to 
the  problems  of  overcapitalization,  preemption  of  one  sector  by  another,  bycatch 
and  waste." 

The  letter  went  on  to  urge  the  adoption  of  a  market  based  system,  as  the  best  way  to 
address  the  identified  problems. 

Our  organization  is,  as  it's  predecessors  AHSFA  and  AIF  have  been,  committed  to 
wotking  with  the  NfPFMC  to  develc^  and  implement  an  Individual  Quota  system  as 
rapidly  as  possible.  However,  after  m<Hiths  of  giidlock  as  the  result  of  stalling  and 
maneuvering  within  the  Council,  at  it's  last  meeting  the  >fPFMC  pushed  ccnsideration  of 
ITQs  off  it's  priority  Ust  and  moved  to  advance  consideration  of  a  license  system. 

A  license  Iimitatic«i  will  do  nothing  to  address  the  severe  problems  associated 
with  the  radical  overcapitalization  that  has  occurred  in  the  North  Pacific  fisheries.    The 
Council  itself  developed  a  Problem  Statement  over  a  year  ago  in  which  it  identified 
tburteen  problem  areas  which  are  symptomatic  of  the  root  overcapitalization  crisis 
Qualitative  analysis  by  the  Council  and  its  staff  indicated  almost  all  these  areas  would  be 
addressed  by  an  ITQ  system,  while  few  if  any  would  be  resolved  by  a  license  program. 
Nothing  in  the  record  to  date  indicates  otherwise,  yet  the  NPFMC  has  voted  to  abandon 
the  best  hope  to  pursue  the  chimera  of  a  license  system  which  will  do  nothing  to  reduce 
overcapitalization   In  doing  so,  we  beheve  the  Council  has  abdicated  it's  respousibihty 
xioder  the  MFCMA  to  manage  the  fisheries  placed  in  it's  trust,  consistent  with  the  National 
Standards  and  for  the  mflvimimi  benefit  to  the  nation. 

It  is  for  this  reason  we  turn  to  Congress  for  assistance  in  finding  a  course  that  will 
lead  to  an  e^qjeditious  implementation  of  an  ITQ  management  system  for  the  groundfish 
fisheries  of  the  North  Pacific  EEZ.  If  the  Council  is  unable  or  unwilling  to  cany  out  it's 
responsibilities  to  manage  the  fishery  in  such  a  manner  that  optimum  yield  is  attained, 
ihea  perhaps  it  is  time  for  the  CcHigress  to  direct  the  Secretary  to  develop  a  market  based 
limited  access  management  plan  f(»-  the  North  Pacific  fisheries. 

As  catcher  vesseb,  the  members  of  UCB  are  m  direct  competition  with  the 
catcher/processor  sector.  However,  we  share  a  common  beUef  that  ITQs  hold  the  highest 
promise  for  rationalizing  our  fishery.  We  have  reviewed  the  testimony  being  presented  in 
person  to  your  committee  by  Bill  Orr,  a  factory  trawler,  and  we  agree  in  lai^e  measure 
with  his  assessment  of  the  crisis  confronting  our  industry.  We  have  reached  a  [xnnl  where 
the  entire  industry  teeters  on  the  edge  of  bankruptcy   The  first  wave  of  bankruptcies  has 
already  begua  The  impact  is  not  felt  just  by  vessel  owners,  but  by  suppUers  and  crews  left 
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liolding  tiie  bag  wben  au  operaticn  goes  undo'.  Uufortuuately,  these  vessels  are  not  going 
away,  but  are  re-entering  the  fishery  at  cents  on  the  dollar   This  only  iutensities  the  race 
for  (ish,  with  ail  the  attendant  problems;  safety,  bycatch,  waste,  allocation  wars,  and 
economic  instability  to  name  a  few. 

The  crisis  in  the  North  Pacific  will  not  be  resolved  until  there  is  a  reduction  in  the 
overcapitalization  that  results  from  the  "race  for  the  fish"    Freezing  the  number  of  licenses 
will  not  reduce  or  even  freeze  capitalization,  because  it  does  not  end  the  race  for  the  fish. 
In  fact  the  effective  capacity  of  the  fleet  will  inevitably  be  increased  as  harvesters  find 
means  of  circumventing  attempts  to  dictate  inetlBcieocy  by  regulaticHi.  This  response,  often 
referred  to  as  "capital  stuffing",  has  been  experienced  in  every  fishery  throughout  the  world 
where  license  limitation  has  been  adopted. 

Under  either  open  access  or  Ucense  liniitatioa,  the  incentive  is  to  mnYiiniTg  the 
producticu  per  unit  of  time,  not  to  maximize  the  potential  value  per  unit  of  fish.  This 
aspect  of  the  race  for  lish  has  several  impacts    The  most  obvious  is  that  it  undermines  the 
ability  of  the  industry  to  prvxiuce  value  added  products,  as  a  result  potential  jobs  are 
expwted  along  with  fish.    This  situaUcn,  where  seasons  grow  shorter  every  year  as  the 
race  intensifies,  leaves  US  producers  as  price  takers  and  gives  foreign  buyers  the  upper 
haiid  in  glutted  markets.    Aside  frxxn  the  (Mt>blem  of  all  product  arriving  in  the 
marketplace  at  the  same  time,  the  potential  value  is  squandered  wfaeu  fish  must  be 
harvested  before  they  reach  their  peak  value,  as  a  result  of  the  race  to  catch  fish  befoc  the 
quota  is  reactied.    These  are  just  some  of  the  ways  in  which  the  issue  of  waste  of  the 
potential  of  the  fishery  manifests  itself  uikjer  open  access  or  license  limitation. 

Bycatch  is  another  casualty  of  the  race  for  fish  that  can  only  be  iHT>perly  addressed 
through  a  system  of  iiKlividual  itKentives.  Currently,  the  bycatch  of  any  given  vessel  is  a 
cost  which  is  borne  by  the  fleet  as  a  whole.  No  individual  has  any  reason  to  clean  up  their 
pertbrmaik^e,  especially  if  doing  so  will  slow  down  the  harvest  rate  of  their  target  species. 
Under  a  pnDpoiy  structured  FTQ  system  each  vessel  must  control  quota  for  any  species 
they  harvest.  If  you  have  exhausted  your  quota  of  any  given  incidental  species  which  you 
will  catch  in  the  course  of  pursuing  your  target  fishery,  you  have  foreclosed  your 
opportunity  to  harvest  the  balance  of  your  quota  of  your  primary  target  species.    This  is  the 
most  pou'erfiil  of  all  possible  iucentivies  for  an  individual  harvester  to  fish  as  responsibly 
as  possible,  and  it  is  built  into  an  ITQ  system. 

We  have  spoken  of  waste  and  bycatch  as  figurative  casualties  of  the  race  for  fish. 
Unfortunately  there  is  another  literal  casualty,  and  that  is  safety.  Safety  is  effected  in  a 
number  of  ways,  first  because  smaller  vesseb  are  confixmted  with  the  choice  of  fishing 
when  the  bigger  boats  fish  regardless  of  weather.  Second,  because  judgment  suffers  in  the 
push  to  put  in  long  hours  in  ever  shorter,  faster  seasc4is    Socue  might  argue  that  these  are 
the  consequences  of  iixiividual  choices,  however  there  is  a  third  perhaps  more  insidious 
impact  on  safety  that  is  being  felt  across  the  fleet    That  is  the  loss  of  a  professional  highly 
skilled  workforce  that  has  the  experience  necessary  to  work  in  the  harsh  environment  at 
sea.  This  loss  of  experienced  people  is  a  result  of  the  uncertain,  shortened  seasons  that 
make  it  iirqx)ssible  to  hold  good  crew. 


606 


We  agree  with  the  comments  to  your  committee  by  Mark  Lundsteo,  who  represeots 
another  competing  gear  group,  that  ITQs  "provide  the  opportunity  for  the  industry  to 
consolidate  itself  at  optimum  levels,  an  'iridustiy  buy-back'  with  no  need  for  any  federal 
allocation  of  buy-out  funds."  Under  an  ITQ  system  those  who  choose  to  remain  in  the 
fishery  bear  the  cost  of  buying  out  those  wlio  leave.  While  we  are  concerned  that  there 
should  be  some  limits  ou  c<Mi3oIidatiou  of  quota  to  prevent  monopoly  control  of  the  fishery 
resources,  some  degree  of  reducticHi  of  effort  is  essential  to  restoring  a  healthy  and 
manageable  industry. 

Up  to  this  point  our  testimony  had  addressed  the  issue  of  the  superiority  of  ITQ 
management  to  open  access  or  license  limitatioa  Another  question  that  must  be 
conftonted  is  how  and  to  whom  allocations  should  be  made  under  an  ITQ  system.  Some 
have  argued  that  the  public  interest  is  best  served  by  an  auction,  and  that  fishers  should  not 
be  given  a  public  resource  for  ftee.  While  this  argument  seems  to  have  merit  on  it's 
surface,  bear  in  mind  that  under  the  open  access  fishers  are  also  receiving  the  fish  for  fiee. 
The  situation  today  is  that  the  largest  and  most  valuable  fishery  in  the  United  States  is 
being  squandered.  It  is  producing  no  rent  {or  in  lay  terms,  paofits)  for  the  participants  or 
net  economic  benefit  to  the  natioiL  The  costs  of  managing  this  tremendous  pubhc 
resource,  which  harvesters  would  be  willing  to  share  under  an  ITQ  system,  is  a  drain  on 
the  treasury  under  status  quo.    A  direct  allocaticMi  to  those  harvesters  who  have  developed 
and  are  dependent  upon  the  fishery  is  certainly  no  worse  than  status  quo  ftxsm  a  public 
perspective,  but  it  does  create  a  healthy  and  stable  industry  that  in  turn  contributes  to  the 
tax  base  nmch  more  significantly  than  it  does  undo'  open  access. 

UCB  is  willing  to  work  in  good  fiuth  with  other  sectors  of  the  industry  to  develop 
consensus  on  an  allocation  formula,  that  is  consistent  with  the  {xinciples  embodied  in 
MFCMA   This  includes  National  Standard  #4  that  allocation  be  fair  aixl  equitable  to 
fishermen.  It  also  includes  the  intent  language  that  accompanied  passage  of  the  Processor 
Preference  amendment  in  1979  that  assured  harvesters  that  they  would  not  be  put  at  the 
mercy  of  foreign  or  domestic  fwocessors,  but  would  have  access  to  open  and  competitive 
markets.  There  are  ten  points  which  we  have  identified  together  with  other  industry 
groups  which  we  ccaisider  to  be  a  basis  for  building  an  ITQ  plan,  which  we  have  presented 
to  the  Council  and  which  we  are  attaching  to  this  testimony. 

An  additional  ccHicem  that  has  been  raised  relates  to  is  the  privatization  of  a  public 
resource.  We  want  to  clarify  that  what  we  seek  form  an  ITQ  management  program  is  a 
long  term  access  (Mivilege  to  harvest  fish,  not  the  privatization  of  the  underlying  public 
resource. 

It  is  the  absence  of  a  fimctioning  market  at  the  point  of  extracticm  offish  finom  the 
commons  that  is  at  the  root  of  the  i»oblems  confionting  our  industry  and  it  is  that  root 
problem  which  is  addressed  by  ITQs.  The  chaos  inherent  iu  the  all  too  predictable 
"tragedy  of  the  commons"  can  be  reversed  only  through  adoption  of  an  ITQ  management 
plan  We  urge  Congress  to  take  the  lead  in  implementing  ITQs  in  the  North  Pacific  by 
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woridng  with  the  harvesting  sectors  to  develop  and  pass  legislation  to  end  the  deadly  and 
wasteful  "race  for  fish". 


Thank  yea 
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COMPONENTS  NECESSARY  FOR  AN  ITQ  SYSTEM 

The  following  proposal  is  the  result  of  several  informal  meetings  by  vessel  owners, 
including  pot,  longline  and  trawl  intCTests,  who  shared  their  ideas  about  individual 
transferable  quotas.  Their  intent  was  to  find  ct«nraon  ground  on  what  components  will 
have  positive  results  for  the  resource,  the  fishery  and  the  nation. 

Any  comprehensive  plan  that  the  council  developes  will  come  through  a  lengthy 
process.  These  vessel  owners  recognize  that  reality  and  are  comnutted  to  the  process. 

THE  PROPOSAL 

An  indi\'idual  transferable  quota  system  is  the  best  hope  of  rationalizing  a  very 
irrational  system  An  ITQ  system,  however  can  be  just  as  irrational  as  any  other  system  if 
not  properly  developed.  The  following  ten  ftindemental  points  are  agreed  as  mandatory  fc«" 
an  ITQ  system: 

I .  The  council  and  NMFS  must  retain  their  conservation  and  management  roles. 

n.    ITQs  are  a  right  of  access  to  a  pubhc  resource,  granted  to  the  vessel  owner  at  the  time 
of  allocation. 

HI.  ITQs  should  be  based  on  the  total  vessel  catch  liistory  accrued  between  1976  and  June 
24,  1992.  (This  does  not  disallow  weighting  formulas  based  on  J17DAP  mode  or 
American  ownership.) 

TV.  No  initial  allocations  should  be  made  to  anyone  other  than  harvesting  vessels. 

V.  Because  the  beaiefitsofan  ITQ  program  accrue  over  an  extended  period,  the  duration 
of  the  program  must  be  considered  perpetual,  :jubject  to  periodic  review. 

VI.  All  species  under  Council  jurisdiction  should  be  uicluded  and  treated  by  species 
assemblages  where  appropriate. 

VU.  ITQs  should  be  granted  fw  the  area  in  which  they  were  earned  and  used  in  proportion 
to  the  current  subarea  TACs. 

Vin.  Vessel  catch  histories  for  all  non-PSC  groundftsh  must  be  based  on  total  catcL 
Initial  allocatioos  of  jxohibited  species  bycatch  must  be  granted  as  part  of  the  initial  ITQ 
shares,  and  based  on  3-year  tleet  average  historical  rates 

DC.    ITQs  must  be  fiilly  transferable.  There  should,  however,  be  a  2-year  montorium  on 
sales  of  shares,  with  only  leasing  of  shares  allowed,  to  let  the  appeals  process  be 
completed. 

X.     Cunenl  laws  and  regulations  should  apply  lo  ownership  and  limits  on  aggregation  of 
ITQs. 
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FOLLOW-DP  QUESTIONS  FOR  HOLLAND  SCHMITTEN 

FOR  THE  HEARING  ON 

INDIVIDUAL  TRANSFERABLE  QUOTA  ISSUES 

BEFORE  THE  SUBCOMMITTEE  ON  FISHERIES  MANAGEMENT 

COMMITTEE  ON  MERCHANT  MARINE  AND  FISHERIES 

U.S.  HOUSE  OF  REPRESENTATIVES 

February  9,    1994 


I.   QUESTIONS  FROM  REP.  MANTON; 

OUOTA  ALLOCATIONS 

Question  1:   How  do  you  believe  quotas  should  be  allocated  and 
further  how  do  we  address  the  concern  that  current  ITQ 
allocations  amount  to  a  federal  give-away? 

Answer:   The  method  of  allocation,  including  ITQ  programs,  should 
be  considered  and  advanced,  if  appropriate,  on  a  case-by-case 
basis  by  a  Regional  Fishery  Management  Council  (Council) .   The 
role  of  the  Federal  Government  is  to  lend  its  full  support  and 
technical  expertise  to  ensure  that  such  programs  conserve  the 
Nation's  fisheries,  address  the  needs  of  the  industry,  and  meet 
the  fair  and  equitable  standards  of  the  Magnuson  Fishery 
Conservation  and  Management  Act  (Magnuson  Act) . 

ITQ  allocations  are,  in  effect,  a  give-away,  much  like  non-ITQ 
fisheries,  because,  at  present,  they  are  initially  distributed 
without  cost  to  the  recipients.   I  would  point  out,  however,  that 
under  current  management  programs  the  public  fisheries  resources 
are  taken  by  the  industry  without  charge  or  other  form  of  return 
to  the  public  sector.   The  Magnuson  Act,  which  specifically 
authorizes  the  use  of  limited  entry  systems,  does  not  provide  the 
authority  to  the  Secretary  to  assess  the  industry  for  the  use  of 
the  public  resource,  whether  it  be  under  open  access  or  limited 
entry  management.   As  you  know,  the  Act  currently  limits  any  fee 
charged  only  to  the  administrative  costs  of  issuing  permits. 

Officials  from  NCAA  and  NMFS  have  been  developing  proposals  for 
user  fees  which  would,  at  least,  partially  cover  the  costs  of 
management  in  ITQ  and  open  access  fisheries,  and  provide  some 
measure  of  return  to  the  public.   We  have  discussed  these 
proposals  with  a  working  group  from  Congress,  industry,  and  the 
environmental  community,  and  hope  in  the  near  future  to  forward  a 
proposal  regarding  user  fees  to  the  Congress. 

Question  2:   In  offshore  oil  exploration,  the  privilege  to  use 
the  resources  is  awarded  through  an  auction.   Is  this  an 
appropriate  method  to  distribute  ITQs. 
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Answer:   Auctions  could  be  one  of  the  alternatives  considered  by 
the  Council  in  developing  an  ITQ  program,  if  authorized  by 
Congress.   It  has  the  advantage  of  allowing  the  marketplace  to 
determine  the  initial  allocation  of  shares,  rather  than  being 
determined  by  Councils  or  Federal  officials  through  the 
establishment  of  qualifying  criteria.   This  option  is  not  now 
available  under  the  Magnuson  Act,  nor  is  any  other  such  method 
that  would  allocate  shares  and  also  remunerate  the  tax  payers  for 
the  privilege  to  fish  for  a  public  resource. 

Question  3:   Do  you  agree  with  Mark  Lundsten's  testimony  that 
"there  is  no  right  to  compensation  to  [quota]  holders  in  the 
event  the  system  is  changed  or  revoked." 

Answer:   Yes.   We  believe,  and  have  published  statements  as  part 
of  the  rulemaking  process,  that  ITQ  shares  are  considered 
revokable  harvesting  privileges  that  can  be  withdrawn  or  changed 
as  necessary  to  achieve  the  objectives  of  the  management  program. 
As  such,  the  revocation  of  such  shares  and  the  ITQ  program  would 
not  constitute  a  "takings"  under  the  5th  Amendment.   No 
compensation,  therefore,  would  be  required  to  share  holders.   We 
believe,  however,  that  if  ITQs  stabilize  fisheries,  lead  to  stock 
rebuilding,  and  otherwise  promote  economic  efficiency  and  job 
stability,  there  would  be  no  need  to  revoke  them. 

MONOPOLIZATION 

Question  1:   Do  ITQs  promote  "big  business"  as  large  companies 
have  resources  to  buy  or  lease  a  significant  amount  of  shares? 

Answer:   This  could  happen,  as  experienced  with  grocery  stores, 
agriculture  and  other  such  enterprises.   However,  the  Councils 
now  have  the  ability  to  limit  the  shares  that  any  one  entity  can 
hold.   I  would  also  point  out  that  small  quota  holders,  under 
current  allocation  programs  would  continue  to  have  some  control, 
i.e.,  they  have  the  option  of  retaining  their  shares  and  do  not 
have  to  sell  to  large  companies. 

ITQ  programs  tend  to  promote  efficiency,  regardless  of  the 
financial  capability  of  a  share  holder.   To  the  extent  that 
larger  firms  are  relatively  better  capitalized,  they  may  be  able 
to  obtain  more  shares  relative  to  their  needs  for  efficient 
operation  than  could  smaller  firms.   However,  we  have  not 
experienced  any  developments,  to  date,  to  lead  us  to  believe  that 
inefficient,  large  firms  have  an  advantage  over  efficient,  small 
firms.   Furthermore,  large  enterprises  under  existing  open  access 
fisheries  already  "control"  the  largest  harvest  shares.   Initial 
allocations  currently  go  to  existing  fishermen  based  largely  on 
their  historical  catches.   Thus,  small  enterprises,  if  they 
exist,  are  included  and  will  be  under  ITQ  programs. 

Question  2:   What,  if  anything,  should  be  done  to  preserve  small. 
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traditional  fishing  communities  and  prevent  "big  business"  from 
controlling  an  ITQ  fishery? 

Answer;   The  degree  to  which  small,  traditional  fishing 
communities  are  to  be  protected  and  supported  under  a  management 
program  is  a  matter  for  the  Councils  to  determine  in  establishing 
the  objectives  of  a  management  program.   Stability  of  the 
existing  fishery  and  the  welfare  of  small  vessels/communities 
must  be  contrasted  with  the  objectives  of  achieving  full  economic 
efficiency,  although  one  does  not  necessarily  preclude  the  other. 
The  decisions  of  the  Council,  however,  ultimately  must  be 
consistent  with  the  Magnuson  Act's  objective  to  manage  for  the 
greatest  benefit  to  the  nation. 

Consideration  of  the  needs  of  small  communities  can  be  taken  into 
account  through  a  Community  Development  Quota  system  (CDQ) ,  such 
as  used  in  Alaska  for  the  pollock  fishery,  and  which  will  be 
implemented  for  other  species.   Under  a  CDQ,  a  portion  of  the 
total  quota  (7.5%  in  Alaska)  is  allocated  to  and  divided  among 
several  qualified  communities.   Each  community's  share  is  divided 
among  the  fishermen/vessels  of  the  community  in  whatever  way  it 
desires.   CDQs  protect  the  communities  with  relatively  small 
vessels  that  may  be  at  a  competitive  disadvantage  from  larger 
operations. 

It  is  possible,  though  not  necessarily  desirable,  to  place 
restrictions  on  the  concentration  and  ownership  of  ITQ  shares, 
restricting  their  ownership  and  use  to  certain  sizes  of 
businesses,  locations  of  landings,  or  other  constraints.   We  must 
be  explicit  about  the  costs  in  economic  efficiency  of  such  social 
engineering,  but  it  is  a  legitimate  exercise  of  public  policy. 
Nevertheless,  any  combination  of  allocations  and  controls  lie 
within  the  authorities  given  to  the  Councils. 

Question  3:   How  might  ITQs  be  structured  so  as  not  to  contribute 
to  increasing  monopolization  and  concentration  of  ownership  of 
fishing  rights?   How  might  the  unacceptable  concentration  of 
ownership  be  determined  for  any  fishery? 

Answer:   Councils  can  set  limits  on  the  amount  of  quota  that  can 
be  held  by  any  individual  or  entity.   The  surf  clam  and  ocean 
quahog  ITQ  program  relies  on  anti-trust  regulations  to  prevent 
monopolies  from  developing.   This  process,  however,  would  not  be 
helpful  except  in  the  most  extreme  case,  and  would  be  a  very 
lengthy  process. 

An  example  of  ownership  limits  imposed  by  a  fishery  management 
plan  (FMP)  is  found  in  the  sablefish  IFQ  regulations,  which  state 
that  "no  vessel  may  be  used,  during  any  fishing  year,  to  harvest 
more  than  1  percent  (0.01)  of  the  combined  fixed  gear  TAC  of 
sablefish  for  the  Gulf  of  Alaska  and  Bering  Sea  and  Aleutian 
Islands  IFQ  regulatory  areas,  except  that,  in  the  IFQ  regulatory 
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area  east  of  14  0  degrees  west  longitude,  no  vessel  may  be  used  to 
harvest  more  than  1  percent  (0.01)  of  the  fixed  gear  TAG  of 
sablefish  for  this  area." 

The  laws  against  unfair  trade  practices  apply  to  the  fishing 
industry,  and  remedies  can  be  sought  through  the  Justice 
Department  if  illegal  activities,  e.g.,  monopolistic  control, 
appear  to  be  occurring.   Illegal  practices  of  this  nature  have 
not  been  detected  in  the  ITQ  programs  currently  in  operation. 

ALLOCATION 

Question  1:   If  Magnuson  was  amended  to  allow  collection  of 
revenues  in  excess  of  administration  costs,  would  auction  of 
quota  shares  be  a  preferred  option?   Under  what  circumstances 
should  revenues  from  an  ITQ  progrzun  be  used  to  finance  a  buyout 
option  for  compensating  those  who  are  forced  to  leave  a  fishery? 

Answer:   Auctions  represent  one  of  many  options  that  the  Councils 
could  consider  on  a  case-by-case  basis  if  the  authority  were 
granted  by  Congress.   Buyouts  should  not  be  considered  since 
other  Federal  sources  of  small  business  and  economic  adjustment 
assistance  exist. 

TRANSFERABILITY 

Question  1:   Is  free  market  transferability  of  quota  shares 
necessary? 

Answer:   Generally  yes,  particularly  in  an  overcapitalized 
fishery.   Otherwise,  even  with  a  license  limitation  system, 
excess  harvesting  capacity  will  remain  in  a  fishery,  since  there 
is  little  or  no  incentive  to  exit.   In  essence,  the  inability  to 
sell  quota  shares  will  freeze  the  problem  of  excess  harvesting 
capacity  at  existing  levels  and  will  perpetuate  associated 
problems.   Transferability  allows  the  marketplace  to  determine 
who  participates  in  the  fishery  and  to  what  extent.   In  addition, 
transferability  allows  the  consolidation  of  fishing  effort  into 
efficient  operations  that  fully  utilize  harvesting  capacity. 
Fishing  by  fewer  vessels  can  often  facilitate  effective 
enforcement  and  fisheries  management  programs. 

ENFORCEMENT 

Question  1:  What  are  the  potential  enforcement  problems  with 
individual  quota  systems?  What  is  the  enforcement  experience 
where  these  have  already  been  used? 

Answer:   ITQ  programs  can  add  incentive  to  underreport  and/or 
misreport  actual  catches  by  individuals  in  the  fishery. 
Theoretically,  under  an  ITQ  program,  the  nature  of  potential 
violations  would  shift  from  illegal  harvesting  to  underreporting 
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and  misreporting  catches.   Therefore,  the  emphasis  of  enforcement 
must  shift  from  considerable  work  at  sea  to  dockside  detection 
efforts  and/or  electronic  monitoring  of  catches  and  subsequent 
landings.   Catches  and  purchases  of  fish  by  dealers/processors 
must  be  monitored  on  an  individual  basis  to  ascertain  share 
utilization  and  compliance  with  all  regulations.   There  may  also 
be  more  incentive  to  high-grade  fish,  that  is,  to  keep  the  most 
valuable  fish  to  count  against  a  quota,  and  to  discard  less 
valuable  fish. 

In  theory,  compliance  by  the  industry  should  improve  since  the 
fishermen  have  a  financial  stake  in  seeing  that  the  resource  is 
protected  and  all  participants  operate  within  their  quota. 
However,  as  New  Zealand's  experience  demonstrates,  self 
regulation  is  unlikely  without  a  strong  enforcement  presence  to 
assure  compliance.   When  enforcement  is  effective  enough  to 
convince  potential  violators  that  they  will  be  caught  and 
prosecuted,  compliance  will  reach  satisfactory  levels. 

BYCATCH 

Question  1;  What  impact  do  ITQs  have  on  bycatch?  What  about 
"bighgrading"  under  an  ITQ  regime?  Is  this  a  greater  problem 
with  ITQ  systems  than  in  an  open  access  fishery? 

Answer:   Ideally,  ITQs  can  reduce  bycatch  because  fishermen  are 
not  in  a  race  for  the  fish  and  can  afford  to  fish  more  cleanly. 
In  a  multi-species  fishery  under  an  ITQ  program,  all  bycatch 
should  be  under  quota  and  accounted  for.   This  assumes  effective 
enforcement  and  compliance.   In  practice,  there  will  likely  be 
some  highgrading  under  an  ITQ  program  that  will  result  in 
discarding  of  lesser  valued  fish.   The  only  way  to  mitigate  this 
practice  would  be  through  aggressive  monitoring  of  fishing 
efforts,  coupled  with  fines  to  make  the  practice  unattractive. 

CRITICISMS  OF  ITQS 

Question  1:   In  recent  U.S.  experience,  what  have  been  the  more 
common  criticisms  of  proposed  ITQ  regimes?   How  have  these 
criticisms  been  addressed? 

Answer:   The  greatest  concern  is  that  an  ITQ  program  represents  a 
fundamental  change  in  the  method  of  managing  the  fisheries  that 
would  lead  to  the  control  of  the  fishery  by  large  entities. 
There  is  also  concern  that  after  the  initial  distribution  of 
shares,  young  or  poorer  fishermen  will  not  be  able  to  enter  the 
fishery  because  of  the  high  cost  of  shares.   Other  concerns 
include  high-grading,  lack  of  compliance  that  can  undercut  the 
program,  high  enforcement  costs,  and  reduced  employment  and  crew 
income. 

Many  of  these  criticisms  expressed  by  fishermen  are  believed  to 

5 


614 


be  valid  concerns.   ITQ  programs  are  not  without  their  problems, 
but  they  do  represent  an  alternative  that  could  resolve  many  of 
the  most  pressing  problems  such  as  extreme  overcapitalization  of 
the  fleets  that  serves  to  prevent  effective  management  of  the 
fisheries.   We  have  worked  extensively  with  the  industry  and  the 
Councils  to  describe  ITQ  programs,  and  discussed  potential 
problems  and  solutions  to  them.   In  this  effort,  we  commissioned 
a  series  of  studies  on  ITQ  programs  to  provide  information  and 
guidance  to  the  Councils  on  the  general  principles  of  ITQs  and  to 
show  how  they  might  be  applied  to  specific  fisheries.   Many  of 
the  concerns  of  industry  can  be  dealt  with  and  be  alleviated 
through  properly  designed  management  programs.   We  have 
encouraged  the  Councils  to  work  with  industry  to  consider 
limitations  on  share  ownership,  the  need  for  compliance,  and 
other  aspects  of  such  programs. 

ENFORCEMENT 

Question  l:  How  do  the  data  requirements  for  managing  fisheries 
with  ITQs  compare  with  more  traditional  management  regimes?  How 
much  does  this  contribute  to  cost  savings  or  increased  expense? 

Answer:   For  ITQ  programs  to  be  successful,  data  collection 
requirements  under  an  ITQ  program  would  need  to  increase  relative 
to  traditional  management  regimes.   Files  on  individual  quota 
ownership  must  be  maintained,  and  all  transactions  involving  the 
sale  or  lease  of  quota  must  be  recorded  on  a  real-time  basis. 
Furthermore,  data  on  individual  vessel  trips  and  landings  must  be 
maintained  along  with  data  on  purchases  by  dealers/processors  to 
corroborate  the  vessel  landings  data. 

Because  the  existing  ITQ  programs  in  the  surf  clam  and  ocean 
quahog  fishery,  and  the  wreckfish  fishery  are  relatively  small, 
we  do  not  have  sufficient  experience  with  extensive  fisheries  to 
determine  actual  costs  over  a  significant  period  of  time.   The 
costs  of  administering  these  existing  programs  is  relatively 
small,  because  there  are  only  about  60  vessels  in  the  surf  clam 
and  ocean  quahog  fleet  and  about  20  vessels  in  the  wreckfish 
fishery  to  track.   Under  ITQ  programs,  we  anticipate  that 
enforcement  will  be  more  effective  than  under  more  traditional 
management  systems.   This  is  because  the  times  and  places  where 
potential  violations  may  take  place  will  be  predetermined  and 
easier  to  monitor.   Instead  of  more  or  less  random  sampling  of 
fishing  activities,  we  will  systematically  examine  every 
situation  in  which  a  violation  might  occur.   This  more  extensive 
coverage  of  the  fisheries  will  come  about  only  through  increased 
enforcement  resources,  which  might  be  partially  offset  through 
appropriate  fees. 

LOST  JOBS 

Question  1:   What  has  been  the  impact  of  ITQ  systems  on  jobs  and 
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harvesters  income?   What  can  be  anticipated  for  other  fisheries 
proposed  for  ITQ  systems? 

Answer:   Data  on  jobs  and  income  are  unavailable.   Nevertheless, 
it  is  likely  that  the  number  of  jobs  in  the  surf  clam  and  ocean 
quahog  fishery  and  the  wreckfish  fishery  have  declined,  while  per 
capita  income  has  increased.   Through  the  sale  and  consolidation 
of  quota  shares,  a  number  of  vessels  in  these  fisheries  have 
retired.   In  the  surf  clam  and  ocean  quahog  fishery,  the  total 
number  of  vessels  operating  declined  from  131  in  1990  (the  year 
before  the  program  was  implemented)  to  63  vessels  in  1993.   The 
number  of  vessels  in  the  wreckfish  fishery  fell  from  52  that 
initially  qualified  for  participation  in  the  program  to  only  19 
during  the  1993-1994  season.   Undoubtedly,  the  number  of  crew 
associated  with  the  vessels  that  left  the  fishery  also  declined 
but  probably  not  in  direct  proportion  to  the  vessels  because  some 
vessels  were  only  part-time  participants  in  the  fishery,  and  some 
crews  also  worked  on  more  than  one  vessel.   In  other  cases, 
vessels  that  retired  were  not  fully  active  in  the  fishery  but 
remained  in  the  fishery  in  order  to  qualify  for  the  initial 
distribution  of  shares.   As  other  fisheries  come  under  ITQ 
programs  some  jobs  will  also  be  lost  in  order  to  resolve  the 
problems  of  waste  of  capital  resources,  overfishing,  and  lost 
economic  value  to  the  Nation,  vessel  owner  and  crew.   It  should 
be  noted  that  many  of  these  jobs  would  have  been  lost  in  any 
event  because  of  declining  stocks  and  harvests,  the  extremely 
high  cost  of  operation  in  an  overcapitalized  fishery,  and  the 
retirement  of  marginal  vessels  because  of  an  inability  to  compete 
in  open  access  fisheries. 

We  would  anticipate  improving  profits  by  those  vessels  that 
remain  in  the  fishery  after  the  implementation  of  an  ITQ  program. 
Increased  efficiency  through  a  reduction  in  unnecessary 
production  costs  and  an  increase  in  ex-vessel  prices  will  result 
in  improved  income,  profits,  and  stability  in  the  industry.   An 
example  is  the  wreckfish  fishery  in  which  ex-vessel  prices  about 
doubled  after  the  program  was  implemented  —  rising  from  an 
average  range  of  $.80  to  $1.00  per  pound  during  the  1991/1992 
season  to  an  average  of  $1.70  for  the  1992/1993  season.   This 
increase  is  believed  to  be  the  result  of  improved  product  quality 
and  better  availability  throughout  the  year,  i.e.,  product  supply 
better  matched  to  market  demand. 

POLICY 

Question  1:   What  is  the  current  NMFS  policy  towards  ITQs  and  how 
does  current  policy  differ  from  the  previous  administration? 

Answer:   NMFS  policy  towards  ITQs  is  that  they  represent  one  of 
several  available  tools  for  use  in  the  management  and 
conservation  of  our  Nation's  fisheries.   As  I  testified,  ITQ 
management  has  many  positive  features,  and  we  should  support 
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their  use  for  many  fisheries,  but  they  should  not  be  viewed  as  a 
panacea  for  all  fishery  situations.   Our  position  is  consistent 
with  the  previous  administration  that  supported  limited  access 
programs,  where  appropriate.   I  believe  this  is  also  consistent 
with  previous  and  current  views  at  0MB. 

Question  2:   The  MOAA  strategic  plan  (July  15,  X993)  discusses 
ITQs  extensively  and  some  feel  that  NMFS  promotes  ITQs  above  all 
other  management  alternatives.   Would  you  comment? 

Answer:   The  Strategic  Plan  discusses  overfishing  and 
overcapitalization  in  the  fisheries  as  the  two  most  serious 
problems  that  must  be  dealt  with.   It  suggests  that  assigning 
negotiable  shares  of  total  allowable  catch  or  allowable  fishing 
effort  to  individuals  is  one  alternative  to  resolve  these 
problems.   This  is  consistent  with  our  current  position. 
Although  NMFS  will  provide  support  and  technical  advice  as 
necessary,  it  is  the  role  of  the  Councils  to  determine  if  the  use 
of  limited  access  is  appropriate  and  useful  in  a  fishery,  and  to 
recommend  its  implementation  to  the  Secretary. 

FUNDING 

Question  1:   Does  NMFS  currently  have  adequate  funds  to  support 
approved  ITQ  programs?   (Atlantic  surf  clams,  wreckfish  and 
halibut/sablef ish) . 

Answer:   Our  FY  1994  budget  includes  adequate  funds  for  the  ITQ 
programs  that  have  been  implemented  to  date. 

Question  2:   Does  NMFS'  1995  budget  request  include  adequate 
funds  for  current  ITQ  programs  and  ITQs  that  may  be  approved  next 
year? 

Answer:   Yes,  our  FY  1995  budget  request  is  adequate  for 
currently  approved  programs.   I  would  note,  however,  that  our  FY 
1995  budget  request  includes  an  additional  $1.2  million 
specifically  for  the  halibut/sablef ish  IFQ  program  in  Alaska. 

Question  3:   Does  NMFS  currently  have  the  capability  to  manage 
the  amount  of  data  involved  in  the  ITQs  already  approved? 
(transfers,  sales,  leases,  etc.) 

Answer:   As  stated  earlier,  the  FY  1995  budget  request  is 
adequate  for  the  current  ITQ/ IFQ  programs  already  approved  by  the 
Secretary.   We  have  been  able  to  manage  the  relatively  small  surf 
clam/ocean  quahog  and  wreckfish  programs  without  problems,  and 
the  additional  $1.2  million  specifically  requested  for  the 
halibut/sablef ish  IFQ  program  in  Alaska  will  permit  the 
development  of  data  programs  to  cover  those  fisheries  as  well. 

Question  4:   Should  holders  of  ITQs  be  required  to  pay  the 
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additional  cost  of  an  ZTQ  program?   If  so,  what  amendments  to  the 
Magnuson  Act  are  needed  to  require  ITQ  participants  to  pay  these 
additional  costs? 

Answer:   We  believe  that  the  extra  costs  of  ITQ  programs  should, 
at  least  to  some  extent,  be  borne  by  the  individuals  that  benefit 
from  the  ITQ.   To  this  end,  officials  from  NOAA  and  NMFS  have 
been  developing  proposals  for  user  fees  which  would  partially 
cover  these  costs.   We  have  discussed  these  proposals  with  a 
working  group  from  Congress,  industry,  and  the  environmental 
community,  and  expect  to  forward  a  proposal  regarding  user  fees, 
including  necessary  amendments  to  the  Magnuson  Act,  to  the 
Congress  shortly. 

ENFORCEMENT 

Question  1:   Does  NMFS  currently  have  adeq[uate  enforcement 
personnel  for  approved  ITQ  programs? 

Answer:   Currently,  our  funds  and  staff  are  adequate  to  enforce 
existing  ITQ  programs.   In  addition,  our  FY  1995  budget  request 
calls  for  an  increase  of  $4.6  million  for  our  enforcement  efforts 
overall  for  both  new  ITQ  programs  that  are  expected  to  come  on 
line  in  Alaska  in  FY  95  and  traditional  enforcement  efforts.   The 
Alaska  ITQ  program  will  need  $2.1  million  ($1.2  million  for  ITQ 
management  and  $0.9  million  for  enforcement)  in  FY  95  in  addition 
to  the  $400,000  currently  being  expended  during  FY  94  in 
preparation  for  that  program. 

PROPERTY  RIGHTS 

Question  1:   It  is  said  ITQs  do  not  grant  "property  rights"  but 
merely  "harvest  or  access  rights",  if  a  person  pays  fair 
consideration  for  the  transfer  of  a  quota  would  it  not  be  unfair 
for  the  Government  to  then  "change  the  rules"  by  imposing  another 
management  regime  that  may  not  protect  the  purchaser  of  the  ITQ? 

Answer:   ITQs  can  be  viewed  as  transferring  harvest  privileges 
rather  than  actual  property  rights.   These  harvest  privileges  can 
be  withdrawn  at  anytime  depending  on  how  the  ITQ  program  is 
designed.   However,  withdrawal  of  these  rights  in  a  practical 
sense  may  be  problematic  once  they  are  granted  to  individuals  or 
companies.   If  ITQ  management  is  totally  successful,  economically 
efficient,  and  leads  to  stock  rebuilding  and  stability  in  a 
fishery,  we  can  foresee  no  reason  to  withdraw  the  privilege  and 
impose  an  alternative  regime. 

Present  ITQ  plans,  and  regulations  implementing  the  plans,  put 
the  public  on  notice  that  the  quota  shares  are  considered 
revocable  harvesting  privileges  and  not  a  property  right  for 
purposes  of  a  "taking"  under  the  Fifth  Amendment  to  the 
Constitution.   Therefore,  those  purchasing  ITQ  shares  or  granting 
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loans  on  such  shares  must  realize  the  risk  and  act  accordingly, 
similar  to  many  other  like  investments. 

Question  2:   Can  NMFS  adequately  monitor  the  transfer  of  ITQ 
shares,  (can  NMFS  actually  determine  who  owns  what  for  the 
purpose  of  determining  ownership  of  excess  shares,  enforcement, 
reallocation,  etc.?) 

Answer:   Yes.   Specific  guidance  and  strictly  controlled 
transfers  and  reporting  should  allow  effective  monitoring 
programs  to  prevail.   Ultimately,  electronic  monitoring  will  be 
essential  to  effective  management  of  ITQs.   Excessive  shares  have 
not  been  defined;  however,  a  definition  could  be  developed  by 
each  Council,  if  appropriate. 

The  institutional  infrastructure  for  recording  ownership  and 
facilitating  private  markets  in  ITQs  needs  attention,  including 
funding  requirements,  and  will  be  considered  in  developing  and 
implementing  new  ITQ  programs.   We  view  the  infrastructure  as 
resembling  a  microcosm  of  the  Securities  and  Exchange  Commission 
for  monitoring  transactions  for  stock  and  bond  shares. 

MONOPOLIZATION 

Question  l:   What  does  NMFS  consider  an  "excessive"  amount  of 
quota  for  one  entity  to  possess? 

Answer:   NMFS  has  no  policy  on  this  issue,  although  individual 
plans  may  specify  limits.   The  Councils  will  have  to  consider 
this  on  a  case-by-case  basis.   In  the  absence  of  plan  limits, 
NMFS  is  guided  by  Justice  Department  guidelines  on  industry 
ownership  patterns  and  performance  that  would  violate  antitrust 
statutes. 

COSTS 

Question  1:   What  has  been  the  U.S.  experience  of  the  cost  of 
implementing  ITQ  programs?   What  aspects  of  these  programs  add  to 
or  reduce  a  management  costs  compared  to  traditional  management 
regimes? 

Answer:   NMFS'  current  capabilities  are  adequate  to  monitor 
existing  ITQ  programs.   It  is  difficult;  however,  to  precisely 
identify  the  costs  of  ITQ  programs  because  many  of  the  resources, 
both  capital  and  human,  utilized  to  implement  an  ITQ  program  are 
also  used  for  activities  related  to  other  FMPs  or  fisheries 
programs.   Nevertheless,  it  has  been  estimated  that 
implementation  costs  of  the  surf  clam  and  ocean  quahog  program 
were  about  $120,000  and  $70,000  is  required  to  manage  the  program 
annually.   These  figures  represent  expenditures  for  monitoring 
and  tracking  of  share  ownership  and  landings,  but  do  not  include 
enforcement  costs.   Estimates  for  the  wreckfish  fishery  in  the 
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South  Atlantic  total  about  $75,000  annually,  and  the  cost  of  a 
fully  implemented  IFQ  program  in  the  Alaska  Sablefish  and  Halibut 
fisheries  are  projected  at  approximately  $3.1  million  per  year. 
Funding  included  in  the  FY  1995  President's  Budget  totaling  $1.6 
million  is  sufficient  for  the  Halibut  and  Shellfish  IFQ  program 
in  1995.   Development  of  ownership  documentation,  trading  and 
other  management  processes,  appeal  board  activities,  data 
systems,  and  computer  programs  are  considered  one-time  start-up 
costs  of  implementation,  while  there  will  continue  to  be  costs  of 
administration,  share  calculation  and  notification/documentation, 
tracking  and  monitoring  of  quota  shares  ownership  and  enforcement 
on  an  annual  basis. 

The  difference  between  costs  under  traditional  and  ITQ  management 
primarily  results  from  the  requirement  to  monitor  fleet  activity 
as  a  whole  versus  the  activities  of  individual  fishermen. 

Under  a  fleet-wide  quota  management  program,  the  government  can 
sample  fleet  wide  landings,  extrapolate  to  the  whole  fishery,  and 
close  the  fishery  when  the  total  quota  is  projected  to  be  met. 
Open  access  programs  can  be  more  complex,  requiring  the  use  of 
specialized  gear,  and  imposing  specific  limits  on  fishing  times 
or  methods.   At-sea  or  specialized  enforcement  activities  are 
required  to  ensure  compliance  and  effectiveness  of  the  program. 

Under  an  ITQ  program,  the  government  cannot  assume  that  the 
activities  of  one  fisherman  are  parallel  to  those  of  another. 
Therefore,  programs  must  be  established  to  monitor  the  share 
ownership  of  each  individual,  including  sales  and  purchases,  and 
the  utilization  of  that  share  throughout  the  year.   Management 
programs  can  be  less  complex,  allowing  fishermen  to  use  the  most 
efficient  gear  and  fishing  techniques.   Relatively  expensive  at- 
sea  enforcement  is  expected  to  be  considerably  less,  however, 
being  replaced  by  less  costly  dockside  and  reporting-based 
enforcement.   However,  should  high-grading  of  catches  become 
significant,  at-sea  enforcement  under  an  ITQ  program  would 
continue  to  be  required  and  costs  would  increase  correspondingly. 

Question  2:   Many  ITQ  systems  operate  by  allocating  percentage 
shares  of  the  allowable  harvest.   What  other  variations  or 
modifications  of  this  approach  are  possible,  and  which  might  be 
their  comparative  benefits/liabilities? 

Answer:   There  can  be  many  other  alternatives  to  allocating 
shares  limited  only  by  the  imagination  of  the  Council  developing 
the  program.   In  New  Zealand,  shares  were  allocated  in  pounds  of 
fish,  but  this  was  found  to  be  inoperable  and  was  revised  to  a 
percentage  share  basis.   The  particular  drawback  to  poundage 
shares  occurs  when  the  total  allowable  quota  is  decreased  and 
fishermen  must  surrender  a  certain  number  of  pounds.   At  a 
minimum,  this  can  be  a  very  contentious  process,  and,  in  the  case 
of  New  Zealand,  was  not  effective  because  the  government  was 
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required  to  buy  back  the  necessary  shares  from  the  fishermen. 
Another  example  is  in  the  spiny  lobster  fishery  managed  by  the 
state  of  Florida.   The  quota  system  is  based  on  traps  allowed  to 
be  utilized  and  are  transferable  just  as  in  a  percentage-harvest- 
share  system.   This  program  is  still  being  implemented  and  no 
information  on  the  success  or  problems  with  the  system  are 
available.   We  are  not  aware,  however,  of  major  problems 
developing  in  this  fishery. 

CONSERVATION 

Question  1:   Has  any  consideration  been  given  to  charging  for 
ITQs  in  relation  to  the  estimated  environmental  stress  associated 
with  the  fishery  or  harvester  practices? 

Answer:   Charging  based  on  environmental  stress  has  not  been 
discussed  in  any  detail  because  the  Secretary  is  currently 
prohibited  from  assessing  fees  in  excess  of  the  cost  of  issuing 
permits.   An  alternative  amendment  to  the  Magnuson  Act  that 
provides  for  the  assessment  of  fees  based  on  the  value  of  ITQ 
shares  has  been  discussed  with  a  working  group  from  Congress,  the 
Administration,  industry,  and  the  environmental  community  charged 
with  considering  alternative  resource  fees. 

GENERAL 

Question  1:   Dave  Wallace  complains  about  allocation  sanctions, 
how  do  you  respond  to  these  complaints? 

Answer:   The  inclusion  of  allocation  sanctions  in  the  penalty 
schedule  for  violations  of  the  surf  clam  and  ocean  quahog 
regulations  is  designed  to  deter  violations  of  the  measure  that 
is  at  the  very  core  of  the  Individual  Transferable  Quota  system. 
Only  those  regulations  assuring  that  ITQs  and,  in  turn,  the 
annual  quota,  are  not  unlawfully  exceeded  involve  allocation 
sanctions  if  violated.   In  the  experience  of  the  enforcement  arm 
of  the  NMFS,  and  based  on  at  least  one  independent  study,  civil 
monetary  penalties  in  most  instances  are  an  insufficient 
deterrent  to  fishing  violations.   This  is  due  to  the  relative  low 
probability  of  detecting  a  fishing  violation.   This  enables  those 
fishing  in  violation  of  the  regulations  to  recoup  the  amount  of 
any  penalty  paid  by  continuing  to  fish  illegally.   In  these 
cases,  a  civil  monetary  penalty  is  reduced  to  simply  a  cost  of 
doing  business.   Studies  have  shown  that  only  when  a  civil 
penalty  of  several  hundred  thousand  dollars  is  assessed  does  a 
civil  penalty  begin  to  represent  a  deterrent  to  further 
violations. 

The  agency's  first  experience  with  domestic  permit  sanctions  was 
in  the  Northeast  Region.   Vessel  permit  sanctions  in  addition  to 
civil  penalties,  and  in  some  cases  catch  seizures  imposed  for 
closed  area  violations,  had  a  dramatic  effect  on  maintaining  the 
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integrity  of  the  boundaries  of  the  closed  areas.   In  the  surf 
clam  and  ocean  quahog  fishery,  the  transferability  of  allocations 
render  vessel  permit  sanctions  relatively  useless.   An  allocation 
holder  does  not  have  to  own  a  vessel  to  harvest  the  allocation. 
Allocation  holders  can  contract  with  other  vessel  owners  to 
harvest  these  allocations.   An  allocation  holder  who  does  not  own 
a  vessel  is  immune  from  a  vessel  permit  sanction.   Thus,  an 
allocation  sanction  is  the  only  logical  deterrent.   However,  due 
to  the  gravity  of  such  a  sanction,  it  is  reserved  only  for  those 
violations  that  go  to  the  very  core  of  the  allocation  system. 

Question  2:   Dave  Wallace  also  talks  about  turning  over  the 
Federal  quahog  fishery  off  Maine  to  the  state.   What  is  going  on? 

Answer:   Soon  after  implementation  of  Amendment  8  to  the  Fishery 
Management  Plan  for  the  Atlantic  Surf  Clam  and  Ocean  Quahog 
Fishery,  a  vessel  registered  in  the  State  of  Maine  was  discovered 
by  the  Coast  Guard  to  be  fishing  for  mahogany  quahogs  in  the 
exclusive  economic  zone  off  the  coast  of  Maine  without  a  valid 
Federal  fisheries  permit  for  the  quahog  fishery.   The  case  was 
forwarded  by  the  Coast  Guard  to  the  NMFS  for  disposition. 
Looking  beyond  the  facts  of  this  case,  the  NMFS  discovered  that 
the  majority  of  participants  in  the  Maine  mahogany  quahog 
fishery,  which  until  1987  was  prosecuted  exclusively  in  State  of 
Maine  waters,  believed  they  were  fishing  for  a  species  of  quahog 
other  than  the  one  subject  to  Federal  management   and  fished 
primarily  off  the  mid-Atlantic  states.   The  mahogany  quahog, 
although  quite  different  in  size  and  color  from  the  typical  ocean 
quahog  harvested  in  the  Mid-Atlantic,  is,  however,  of  the  same 
species,  Arctica   islandica . 

Technically,  the  participants  of  the  Maine  mahogany  quahog 
fishery  are  subject  to  the  regulations  that  implement  Amendment 
8.   However,  operating  under  the  mistaken  belief  that  they  were 
harvesting  a  species  of  quahog  not  subject  to  Federal  management, 
the  participants  in  this  fishery  never  obtained  a  Federal 
fisheries  permit  or  filed  logbooks.   Since  they  had  never  filed 
logbooks  reporting  their  catch  of  quahogs,  none  of  the 
participants  qualified  for  an  allocation  of  quahogs.   An 
allocation  of  quahogs  was  based  on  the  annual  average  of  reported 
quahogs  landings  for  a  given  number  of  years. 

Due  to  the  general  lack  of  data  concerning  the  Maine  mahogany 
quahog  fishery,  the  Regional  Director,  in  consultation  with  the 
Mid-Atlantic  Fishery  Management  Council  (Council)  and  the  New 
England  Fishery  Management  Council,  decided  to  implement  an 
experimental  fishery  in  the  small  area  where  the  fishery  has 
historically  been  prosecuted.   The  experimental  fishery  is 
continuing  at  this  time. 

A  survey  of  the  Gulf  of  Maine  stock  was  done  in  the  summer  of 
1992.  However,  due  to  time  and  resource  constraints,  the  survey 
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was  conducted  only  in  previously  fished  areas  making  it  non- 
random  and  of  little  use  in  determining  available  stock  size  and 
other  characteristics. 

At  its  June,  1992  meeting,  the  Mid-Atlantic  Fishery  Management 
Council  voted  to  allow  the  Regional  Director  to  resolve  the 
problem  through  preparation  of  a  Secretarial  Amendment  to 
Amendment  8.   A  draft  Amendment  9  was  subsequently  prepared  by 
the  Regional  Director  and  presented  at  two  public  hearings,  in 
Machias,  Maine  and  Cape  May  Courthouse,  New  Jersey.   The  draft 
amendment  was  then  taken  to  the  Council  for  its  recommendation. 
The  Council  recommended  that  the  Regional  Director  cease 
processing  Amendment  9  and  return  responsibility  for  managing  the 
Maine  mahogany  quahog  fishery  to  the  Council,  which  the  Regional 
Director  did. 

The  Magnuson  Act  requires  that  a  fishery  should  be  managed,  to 
the  extent  practicable,  throughout  its  range.   National  standard 
3  provides,  in  part,  that  "to  the  extent  practicable,  an 
individual  stock  of  fish  shall  be  managed  as  a  unit  throughout 
its  range  ..."   The  national  standard  guidelines  at  50  C.F.R. 
Part  602,  however,  provide  that  management  measures  need  not  be 
identical  for  each  geographic  area  in  the  management  unit  if  the 
fishery  management  plan  justifies  the  differences.   The  Maine 
mahogany  quahog  fishery  is  markedly  different  from  the  quahog 
fishery  off  the  remainder  of  the  east  coast.   Therefore,  the 
Council  can  explore  management  measures  different  from  those  in 
Amendment  8,  the  amendment  that  established  the  individual 
transferable  quota  (ITQ)  system,  to  manage  the  Maine  mahogany 
quahog  fishery.   If  the  Council  develops  a  different  management 
scheme  for  the  Maine  mahogany  quahog  fishery  that  is  justified  in 
its  Amendment  to  the  FMP,  such  an  approach  would  not  be 
inconsistent  with  national  standard  3.   While  the  Council  is  in 
the  process  of  developing  a  management  scheme  for  this  fishery, 
it  is  being  operated  as  an  experimental  fishery.   Participants  in 
the  experimental  fishery  are  now  subject  to  permitting  and 
reporting  requirements.   One  of  the  conditions  of  the 
experimental  fishing  permit  is  that  the  fishery  be  conducted  only 
in  the  area  north  of  43''50'  N.  latitude.   The  Council  may  elect 
to  manage  this  discrete  fishery  through  an  ITQ  or  other 
management  system,  or  may  recommend  transfer  of  management 
responsibility  to  the  New  England  Council  if  it  represents  a 
discrete  stock  of  quahogs. 

Question  3:   Wally  Gordon  will  testify  that  an  ITQ  share  of  the 
surf  Clam  industry  could  sell  for  $2.5  million.   Is  this  estimate 
correct?   Assuming  that  we  are  talking  about  this  level  of  cost, 
would  it  not  be  inequitable  for  Congress  or  Commerce  to  change 
the  rules  to  deprive  the  holder  of  a  commodity  with  this  value? 

Answer:   Information  available  in  "The  Performance  of  US  Atlantic 
Surf  Clam  and  Ocean  Quahog  Fisheries  under  Limited  Entry  and 
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Individual  Transferable  Quota  Systems"  by  Stanley  D.  Wang  and 
Vuong  H.  Tang,  Fishery  Analysis  Division,  NER,  NMFS,  Gloucester, 
May  1993,  provides  an  insight  to  the  value  of  ITQ  shares  in  the 
surf  clam  fishery.   On  p.  10,  they  state:  "Based  on  a  NMFS 
interview  in  February,  1992,  the  surf  clam  ITQs  were  traded  for 
about  $20.00  per  bushel  and  leased  for  about  $4.00  per  bushel 
annually  (Ross  1992).   Accordingly,  the  U.S.  surf  clam  resource 
with  a  quota  of  $2.85  million  bushels  was  evaluated  at  about  $57 
million  in  property  values  and  generated  approximately  $11.4 
million  in  resource  rents  in  1992." 

Because  NOAA  does  not  record  price  in  the  documentation  of  share 
transfers,  there  is  no  ready  source  of  information  on  current 
share  values  in  the  fishery.   However,  based  on  the  1992  values 
reported  by  Wang  and  Tang,  $2.5  million  would  have  purchased 
125,000  bushels  worth  of  surf  clam  ITQ.   Because  NOAA  has  tried 
to  make  it  very  clear  that  ITQ  shares  represent  revokable  harvest 
privileges,  we  would  expect  that  the  value  of  shares  incorporates 
the  market's  evaluation  of  the  risk  that  the  ITQ  value  will  be 
abrogated,  and  a  change  in  the  rules,  therefore,  is  as  "fair"  as 
any  other  risky  venture.   In  general,  the  greater  the  risk  of 
change  in  the  rules,  the  lower  the  market  value  of  the  ITQ  share, 
and  the  fewer  the  benefits  associated  with  the  ITQ  program.   We 
have  no  basis  to  recommend  legislation  to  limit  ownership  based 
on  the  value  of  a  share  of  quota. 
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II.   QUESTIONS  FROM  REPRESENTATIVE  HDGHES; 

A.   QUESTIONS  ON  AMENDMENT  NINE  TO  THE  SURF  CLAM  AND  OCEAN  QUAHOG 
MANAGEMENT  FLAN: 

Question  l:   According  to  my  understanding  of  the  Magnuson  Act, 
NMFS  should  be  managing  the  quahog  fishery  throughout  its  range. 
Why  should  the  quahog  fishery  in  Federal  waters  off  the  coast  of 
Maine  be  managed  apart  from  the  rest  of  the  east  coast  quahog 
fishery? 

Answer:   The  National  Marine  Fisheries  Service  (NMFS)  has 
prepared  a  draft  Secretarial  Amendment,  Amendment  9  to  the 
Fishery  Management  Plan  for  the  Atlantic  Surf  Clam  and  Ocean 
Quahog  Fishery  (FMP) ,  to  manage  the  Maine  mahogany  quahog 
fishery.   Work  on  this  document,  however,  has  ceased.   The  Mid- 
Atlantic  Fishery  Management  Council  (Council) ,  which  originally 
recommended  that  NMFS  undertake  preparation  of  Amendment  9,  voted 
to  recommend  that  management  responsibility  for  this  fishery  be 
returned  to  the  Council,  and  NMFS  has  agreed  to  this 
recommendation . 

Your  understanding  of  the  Magnuson  Act  is  correct.   A  fishery 
should  be  managed  throughout  its  range.   National  standard  3 
provides,  in  part,  that  "  to  the  extent  practicable,  an 
individual  stock  of  fish  shall  be  managed  as  a  unit  throughout 
its  range  ..."   The  national  standard  guidelines  at  50  C.F.R. 
Part  602,  however,  provide  that  management  measures  need  not  be 
identical  for  each  geographic  area  in  the  management  unit  if  the 
fishery  management  plan  justifies  the  differences.   The  Maine 
mahogany  quahog  fishery  is  markedly  different  than  the  quahog 
fishery  off  the  remainder  of  the  east  coast.   Therefore,  the 
Council  can  explore  different  measures  for  the  Maine  mahogany 
quahog  fishery  than  those  in  Amendment  8,  that  established  the 
individual  transferable  quota  (ITQ)  system.   If  the  Council 
develops  a  different  management  scheme  for  the  Maine  mahogany 
quahog  fishery  that  is  justified  in  its  Amendment  to  the  FMP, 
such  an  approach  would  not  be  inconsistent  with  national  standard 
3.   While  the  Council  is  in  the  process  of  developing  a 
management  scheme  for  this  fishery,  it  is  being  operated  as  an 
experimental  fishery.   Participants  in  the  experimental  fishery 
are  subject  to  permitting  and  reporting  requirements.   One  of  the 
conditions  of  the  experimental  fishing  permit  is  that  the  fishery 
be  conducted  only  in  the  area  north  of  43°50'  N.  latitude. 

Question  2:   Has  NMFS  considered  the  effect  that  establishing  an 
exception  to  Amendment  Eight  --  through  the  promulgation  of 
Amendment  Nine —  might  have  on  the  ITQ  system?   If  so,  what  were 
NMFS'  conclusions  and  why?   If  not,  why  not? 

Answer:   As  I  noted  in  my  response  to  your  first  question,  NMFS 
is  no  longer  processing  Amendment  9.   NMFS  expects  that  the 
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Council  will  complete  an  exhaustive  analysis  of  the  impacts  of 
any  management  scheme (s)  developed  for  the  Maine  mahogany  quahog 
fishery  that  may  deviate  from  the  management  measures  in 
Amendment  8 . 

Question  3:   Is  there  a  separate  quota  for  the  Maine  fishery?   If 
there  is,  has  there  been  any  population  study?   What  percent  of 
the  biomass  is  to  be  taken  each  year? 

Answer:   The  Council  has  yet  to  develop  a  set  of  alternative 
management  measures  to  manage  the  Maine  mahogany  quahog  fishery. 
Consequently,  there  is  no  quota  imposed  on  this  fishery  at  this 
point  in  time.   Though  a  separate  quota  for  this  area  is  a 
possible  management  measure,  it  is  difficult  to  speculate  whether 
there  would  be  sufficient  biological  studies  conducted  to  support 
it.   Even  if  there  were  adequate  biological  justification  for  a 
separate  quota  for  the  Maine  mahogany  quahog  fishery,  such  a 
measure  may  not  be  adopted  as  part  of  the  Council's  preferred 
management  alternative. 

Question  4:    Does  Amendment  Nine,  in  effect,  restrict  the  non- 
maine  resident  from  fishing  in  the  state  by  creating  a  landing 
law  and  gear  restrictions  which  are  unique  to  Maine? 

Answer:   Since  the  Council  has  yet  to  develop  its  own  amendment 
to  manage  the  Maine  mahogany  quahog  fishery,  such  a  restriction 
is  not  in  effect.   Whatever  measures  the  Council  adopts  in  its 
amendment  to  manage  this  fishery,  the  amendment  cannot  directly 
regulate  fishing  in  state  waters  without  the  Secretary  of 
Commerce  formally  preempting  the  State  of  Maine's  regulation  of 
this  fishery  under  the  provisions  of  section  306  of  the  Magnuson 
Act. 

Question  5:   Were  Maine  vessels  illegally  fishing  in  the  EEZ 
before  Amendment  8  went  into  effect?   If  so,  is  that  why  they 
were  not  issued  quahog  allocation?   Had  the  Maine  fishermen  ever 
reported  their  quahog  catch  in  the  EEZ  on  the  required  logbooks? 

Answer:   It  is  NMFS'  understanding  that  the  Maine  mahogany  quahog 
fishery  moved  into  the  exclusive  economic  zone  (EEZ)  in  1987  only 
after  extensive  closures  in  State  of  Maine  waters  due  to  the 
presence  of  the  organism  that  causes  paralytic  shellfish 
poisoning.   None  of  the  vessels  in  this  fishery,  to  the  best  of 
NMFS'  knowledge,  had  a  Federal  fisheries  permit  to  fish  for 
quahogs  in  the  EEZ.   Thus,  if  these  vessels  were  fishing  in  the 
EEZ,  they  were  fishing  illegally. 

Shortly  after  the  implementation  of  Amendment  8  to  the  FMP,  a 
vessel  registered  in  the  State  of  Maine  was  discovered  by  the 
Coast  Guard  fishing  for  mahogany  quahogs  in  the  EEZ  off  the  coast 
of  Maine  without  a  valid  Federal  fisheries  permit  for  the  quahog 
fishery.   The  case  was  forwarded  by  the  Coast  Guard  to  the  NMFS 

17 


626 


for  disposition.   Looking  beyond  the  facts  of  this  case,  the  NMFS 
discovered  that  the  participants  in  the  Maine  mahogany  fishery 
believed  they  were  fishing  for  a  species  of  quahog  that  was  not 
subject  to  Federal  management.   The  mahogany  quahog,  although 
quite  different  in  size  and  color  from  the  typical  ocean  quahog 
harvested  in  the  Mid-Atlantic,  is  of  the  same  species,  Arctica 
Islandica. 

Operating  under  the  mistaken  belief  that  they  were  harvesting  a 
species  of  quahog  not  subject  to  Federal  management,  the 
participants  in  this  fishery  did  not  obtain  Federal  fisheries 
permits  or  file  logbooks.   Since  they  never  had  filed  any 
logbooks  reporting  their  catch  of  quahogs,  none  of  the 
participants  qualified  for  an  allocation  of  quahogs  when 
Amendment  8  to  the  FMP  was  implemented.   Allocations  of  quahogs 
were  based  on  the  annual  average  of  reported  quahogs  landings. 

Question  6:   What  steps  has  NMFS  taken  to  work  with  the  rest  of 
the  quahog  industry  to  resolve  the  issues  surrounding  the  Maine 
fishery?   The  quahog  industry  maintains  that  it  forwarded  a 
proposal  that  would  have  provided  for  the  entry  of  the  Maine 
fishery  into  the  general  east  coast  fishery:   what  action  did 
NMFS  take  with  regard  to  this  proposal  and  why? 

Answer:   During  the  preparation  of  the  Secretarial  Amendment, 
Amendment  9,  NMFS  involved  the  Council  and  the  industry  in  the 
development  of  the  management  regime  for  the  Maine  mahogany 
quahog  fishery.   At  one  point,  NMFS  brought  representatives  of 
the  Maine  mahogany  quahog  fishery  and  the  Mid-Atlantic  quahog 
fishery  together  to  discuss  a  possible  resolution  to  management 
problems  posed  by  the  Maine  mahogany  quahog  fishery. 

The  Mid-Atlantic  quahog  industry,  or  at  least  a  certain  part  o"f 
that  industry,  did  forward  a  proposal  to  bring  the  Maine  mahogany 
quahog  fishery  into  the  general  east  coast  quahog  fishery.   Since 
the  Council  has  again  assumed  management  responsibility  for  the 
Maine  mahogany  quahog  fishery,  that  proposal  is  before  the 
Council  for  its  consideration  during  the  development  of  the 
various  management  alternatives  for  this  fishery. 

B.   QUESTIONS  ON  THE  INCLUSION  OF  ALLOCATION  SANCTIONS  IN  THE 
PENALTY  SCHEDULE  UNDER  THE  SURF  CLAM  AND  OCEAN  QUAHOG  MANAGEMENT 
PLAN: 

Question  1:   Why  did  NMFS  decide  to  include  allocation  sanctions 
in  the  penalty  schedule  under  the  surf  clam  and  ocean  quahog 
management  plan? 

Answer:   The  inclusion  of  allocation  sanctions  in  the  penalty 
schedule  for  violations  of  the  surf  clam  and  ocean  quahog 
regulations  is  to  deter  violations  of  the  measure  that  is  the 
very  core  of  the  individual  transferable  quota  system  (ITQ) . 
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Only  those  regulations  assuring  that  ITQs  and,  in  turn,  the 
annual  quota,  are  not  unlawfully  exceeded  involve  allocation 
sanctions  if  violated.   In  the  experience  of  the  enforcement  arm 
of  the  NMFS  and  based  on  at  least  one  independent  study,  civil 
monetary  penalties  in  most  instances  are  an  insufficient 
deterrent  to  fishing  violations.   This  is  due  to  the  relatively 
low  probability  of  detecting  a  fishing  violation.   This  enables 
those  fishing  in  violation  of  the  regulations  to  recoup  the 
amount  of  any  penalty  paid  by  continuing  to  fish  illegally.   In 
these  cases,  a  civil  monetary  penalty  is  reduced  to  a  cost  of 
doing  business.   Studies  have  shown  that  only  when  a  civil 
penalty  of  several  hundred  thousand  dollars  is  assessed  does  a 
civil  penalty  begin  to  become  an  effective  deterrent  to  further 
violations. 

The  agency's  first  experience  with  domestic  permit  sanctions  was 
in  the  Northeast  Region.   Vessel  permit  sanctions  in  addition  to 
civil  penalties,  and,  in  some  cases,  catch  seizures  imposed  for 
closed  area  violations  had  a  dramatic  effect  on  maintaining  the 
integrity  of  the  boundaries  of  the  closed  areas.   In  the  surf 
clam  and  ocean  quahog  fishery,  the  transferability  of  allocation 
render  vessel  permit  sanctions  relatively  useless.   An  allocation 
holder  does  not  have  to  own  a  vessel  to  harvest  the  allocation. 
Allocation  holders  can  contract  with  other  vessel  owners  to 
harvest  their  allocations.   An  allocation  holder  who  does  not  own 
a  vessel  is  immune  from  a  vessel  permit  sanction.   Thus,  an 
allocation  sanction  is  the  only  logical  deterrent.   Due  to  the 
gravity  of  such  a  sanction,  however,  it  is  reserved  only  for 
those  violations  that  go  to  the  very  core  of  the  allocation 
system. 

Question  2:  Has  NMFS  studied  the  effect  of  possible  sanctions  on 
the  lending  industry's  willingness  to  loan  money  for  the  purchase 
of  ITQ's?   If  not,  why  not? 

Answer:   NMFS  has  not  conducted  such  a  study,  and  does  not  have 
the  financial  expertise  to  conduct  a  study  of  this  nature.   NMFS 
did,  however,  place  a  draft  penalty  schedule  before  the  industry 
for  their  comment,  including  comments  by  representatives  of  the 
lending  institutions.   The  issue  of  greater  concern  to  the 
lending  institutions  was  their  liability  as  owners  of  record  of 
allocations,  titles  to  which  are  taken  as  security  for  loans. 
Before  the  penalty  schedule,  including  the  proposed  allocation 
sanctions,  had  been  distributed  to  the  industry  for  comment, 
certain  lending  institutions  had  inquired  about  their  liability 
for  a  civil  penalty  as  owners  of  record  of  allocations.  They  were 
advised  that  they  could  be  vicariously  liable  for  a  civil  penalty 
in  certain  circumstances.   This  apparently  did  not  deter  National 
Westminster  Bank  from  becoming  one  of  the  largest  allocation 
holders  in  the  industry  as  the  result  of  allocation  being 
transferred  to  it  as  security  for  a  loan. 


19 


77-904  0-94-21 


628 


One  of  NMFS'  obligations  under  the  Magnuson  Act  is  to  implement 
fishery  management  plans.   In  concert  with  this  obligation,  it  is 
incumbent  jn  NMFS  to  make  the  regulations  as  effective  as 
possible.   This  entails  the  imposition  of  penalties  appropriate 
to  deter  violations  of  the  regulations  that  would  unravel  the 
fabric  of  the  management  regime  concerned.   NMFS  believes  that 
allocation  sanctions  are  essential  to  deterring  violations  of  the 
core  regulations  of  the  ITQ  system.   NMFS  is  primarily  concerned 
about  assuring  the  continued  operation  of  the  ITQ  system,  in 
which  certain  lending  institutions  have  already  heavily  invested, 
rather  than  the  banks'  willingness  to  lend  money  to  purchase  ITQ. 

Question  3:   Many  participants  in  the  quahog  fishery  are 
concerned  about  the  effect  of  allocation  sanctions  on  the 
availability  of  loans  to  purchase  ITQ.   What  steps  is  NMFS  taking 
to  ensure  access  to  credit  and  maintain  the  stability  of  the  ITQ 
market? 

Answer:   NMFS'  primary  obligation  is  to  ensure  the  continued 
integrity  of  the  ITQ  system.   Core  violations  of  the  regulations 
that  result  in  an  allocation  holder  harvesting  in  excess  of 
his/her  allocation  has  a  negative  effect  on  the  resource  and  is 
patently  unfair  to  the  other  allocation  holders.   It  is  essential 
that  these  violations  be  dealt  with  appropriately  to  assure  the 
confidence  of  the  other  allocation  holders  in  the  overall 
management  of  the  ITQ  system.   These  concerns  are  not  outweighed 
by  concerns  about  continued  access  to  credit.   To  date,  there 
have  been  no  violations  of  the  regulations  as  they  pertain  to  the 
quahog  fishery  that  would  warrant  the  imposition  of  a  sanction  to 
an  allocation  permit.   In  the  surf  clam  fishery,  only  one 
allocation  holder  has  committed  a  violation  that  would  have 
resulted  in  a  sanctioning  of  the  allocation  permit  had  the 
current  penalty  schedule  been  in  effect  at  the  time  of  the 
violation.   Given  the  rare  occurrence  of  violations  to  date,  the 
concern  about  the  availability  of  loans  to  purchase  ITQs  may  be 
unwarranted. 

The  private  sector  should  dictate  what  steps  it  will  take  to  make 
sure  that  allocation  sanctions  do  not  frustrate  the  loaning  of 
monies  to  purchase  ITQs.   The  structure  of  the  penalty  schedule 
is  such  that  no  one  can  lose  an  allocation  permanently  for  any 
first  time  violation  of  the  regulations.   A  first  time  violation 
of  a  regulation  for  which  an  allocation  permit  sanction  is 
warranted  results  in  a  loss  of  50  percent  of  the  allocation  for  a 
year.   It  is  not  until  the  third  successive  violation  of  certain 
regulations  that  allocation  is  lost  permanently.    In  light  of 
this,  any  lending  agreement  to  purchase  ITQ  could  include 
provisions  to  protect  the  bank  should  a  allocation  permit 
sanction  be  imposed. 

Question  4:   Many  participants  in  the  fishery  also  contend  that 
under  the  revised  penalty  schedule,  owners  of  ITQ's  could  lose 
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their  allocations  through  the  actions  of  a  contractor  or 
subcontractor.   Is  this  true?  If  true,  how  can  owners  of  ITQs 
protect  themselves  from  such  problems? 

Answer:   This  contention  is  true.   It  stems  from  the  legally 
accepted  principle  of  vicarious  liability.   In  the  early  stages 
of  regulation  under  the  Magnuson  Act,  vessel  owners  initially 
sought  to  insulate  themselves  from  liability  for  any  violation  of 
the  regulations  involving  their  vessel.   The  owners  argued  that 
the  vessel  operator  was  an  independent  contractor  and  beyond 
their  control.   The  law  views  both  the  owner  and  the  operator  of 
a  vessel  as  being  individually  and  jointly  responsible  for  a 
violation  committed  using  the  owners  vessel.   Vicarious  liability 
also  applies  to  the  relationship  that  exists  between  an 
allocation  holder  and  a  contractor  or  subcontractor  hired  to 
harvest  the  allocation,  but  not  in  an  automatic  fashion.   To  take 
the  position  that  an  allocation  holder's  permit  is  beyond 
sanction  for  any  violation  committed  by  a  contractor  or 
subcontractor  who  harvests  the  allocations  opens  up  an  avenue  to 
compromise  the  integrity  of  the  ITQ  system.   Unscrupulous 
allocation  holders  could  subvert  the  entire  system  by  having 
contractors  land  amounts  of  product  in  excess  of  their 
allocation.   Depending  on  how  widespread  this  practice  became, 
the  ITQ  system  could  unravel.   This  would  cause  economic  chaos  in 
the  industry. 

As  noted  in  the  answer  to  question  1,  the  number  of  regulations, 
the  violation  of  which  will  result  in  a  sanction  to  an  allocation 
permit,  are  few.   They  are:  (1)  landing  surf  clams  or  ocean 
quahogs  in  excess  of  an  allocation;  (2)  manufacturing,  altering, 
duplicating,  or  stealing  a  cage  tag;  (3)  tagging  a  cage  with  a 
used  or  void  tag;  and  (4)  submitting  with  intent  false 
information  in  required  reports.   All  of  these  violations  involve 
an  active  intent  to  increase  the  share  that  an  allocation  holder 
is  authorized  to  remove  from  the  fishery.   None  of  these 
violations  can  be  committed  accidentally  except  in  some  rather 
exceptional  circumstances.   Because  such  circumstances  do  exist, 
the  agency  will  exercise  its  prosecutorial  discretion  on  a  case 
by  case  basis  in  determining  whether  an  allocation  sanction  is 
warranted  based  on  a  violation  involving  a  contractor  or 
subcontractor  harvesting  an  allocation.   Given  the  few  violations 
of  the  regulations  for  which  an  allocation  sanction  attaches,  the 
active  intent  involved  in  committing  these  violations,  and  the 
limited  set  of  circumstances  in  which  an  allocation  sanction  will 
be  imposed  based  on  a  violation  by  a  contractor  or  subcontractor 
harvesting  the  allocation,  the  industry  should  not  feel  at  great 
risk. 

Allocation  holders  can  protect  themselves  from  an  allocation 
permit  sanction  imposed  as  the  result  of  a  violation  committed  by 
a  contractor  or  subcontractor  harvesting  the  allocation  by 
contracting  with  reputable  individuals.   As  noted  above,  a 
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violation  of  the  regulation  for  which  an  allocation  permit 
sanction  is  warranted  involves  a  malintent  on  the  part  of  the 
violator  except  in  unusual  circumstances.   In  addition,  contracts 
for  the  harvest  of  an  allocation  can  provide  for  reimbursement  by 
the  harvester  for  any  liability  imposed  on  the  owner  of  an 
allocation  for  any  violation  committed  by  the  harvester. 

Question  5:   How  did  NMFS  come  to  the  conclusion  that  allocation 
permit  sanctions  were  a  more  effective  penalty  than  increased 
fines? 

Answer:   Studies  have  shown  that  due  to  the  low  probability  of 
detecting  a  fishing  violation  and  the  income  that  is  generated 
from  fishing  in  violation  of  the  regulations,  a  civil  penalty  of 
several  hundred  thousand  dollars  would  have  to  be  assessed 
against  an  individual  involved  in  a  fishing  violation  to  have  a 
deterrent  effect.   This  is  well  above  the  maximum  level  of  civil 
penalty  for  a  single  violation  of  the  Magnuson  Act. 
Consequently,  for  many  operators  assessed  civil  penalties  under 
the  Magnuson  Act,  the  payment  of  a  penalty  becomes  a  cost  of 
doing  business.   Also,  the  Magnuson  Act  requires  that  a  range  of 
factors,  including  a  respondent's  ability  to  pay,  be  considered 
when  assessing  a  civil  penalty. 

The  imposition  of  vessel  permit  sanctions  initially  represented  a 
response  to  the  rate  of  recidivism  by  fishermen  in  the  groundfish 
fishery  in  the  Northeast  Region.   Increased  civil  penalties  and 
catch  seizures  had  failed  to  deter  vessel  operators  from  fishing 
in  closed  areas.   The  imposition  of  the  first  vessel  permit 
sanction  had  a  dramatic  effect  on  the  fleet.   Very  few  vessel 
operators  were  willing  to  take  the  risk  of  being  discovered 
fishing  in  a  closed  area  for  fear  of  being  subjected  to  a  vessel 
permit  sanction  in  addition  to  a  civil  penalty  and  a  possible 
catch  seizure.   The  structure  of  the  ITQ  system  is  such  that  an 
allocation  holder  does  not  have  to  own  a  vessel  to  harvest  the 
allocation.   The  allocation  holder  may  contract  with  another 
vessel  owner  to  harvest  part  or  all  of  the  allocation.   In  fact, 
such  arrangements  are  commonplace  in  the  industry  today. 
Recognizing  that  an  allocation  holder  without  a  vessel  is  immune 
from  a  vessel  permit  sanction,  logic  dictates  that  sanctioning 
the  allocation  holder's  allocation  permit  is  the  only  reasonable 
approach  to  effect  a  deterrent  to  violating  the  core  regulations 
of  the  ITQ  system.   To  allow  allocation  holders  to  insulate 
themselves  from  an  allocation  permit  sanction  flies  in  the  face 
of  the  recognition  that  civil  penalties  assessed  under  the 
Magnuson  Act  are  simply  not  an  effective  deterrent  to  fishing 
violations. 
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ALL  WITNESSES    RE:  QUOTA  ALLOCATIONS 

1  -  How  do  you  believe  quotas  should  be  allocated  and  further  how  do 
we  address  the  concern  that  current  ITQ  allocations  amount  to  a 
federal   give-away? 

Quotas  should  be  allocated  according  to  historical  participation  in  and 
reliance  upon  a  fishery.  Those  who  pioneered  and  sustained  a  fishery  should  be 
recognized  as  proven  stewards  of  that  fishery.  Overall,  this  method  should 
provide  for  the  least  disruption  of  any  fisheries'  socioeconomic  structure. 

The  granting  of  marketable  harvest  rights,  which  is  the  way  ITQ 
allocations  must  be  made,  1  believe,  is  a  responsible  way  for  the  government  to 
handle  a  natural  resource  such  as  fish.  Right  now,  fish  is  "given  away"  to  anyone 
who  wants  to  go  out  on  the  ocean  and  take  it.  With  an  expanding  population  on  a 
finite,  annually  renewable  resource,  such  open  access  eventually  becomes  both 
impossible  to  manage  and  dangerous  to  the  resource.  Granting  ITQs  to  the 
historical  participants  not  only  saves  the  nation  from  the  wreckage  of  financial 
chaos  in  the  fleet  by  providing  economic  stabilization;  it  also  provides  a 
management  framework  that  allows  the  fishermen  who  want  to  continue  in  the 
fishery  to  buy-out  those  who  do  not  wish  to  continue. 

To  a  few,  ITQs  will  mean  continuing  to  do  business  without  having  to  buy 
more  quota  -  it  will  be  a  "give-away"  to  those  proven  pioneers  in  their  fishery 
who  have  a  record  of  high  production.  To  most,  ITQs  will  be  a  lever  to  continue 
fishing  by  committing  themselves  to  further  investment.  To  others,  it  will  be  a 
"severance  check"  paid  for  leaving  an  overcrowded  business,  a  check  written  by 
other  members  of  the  business,  not  by  any  government  agency.  ITQ  allocations 
may  be  viewed  as  a  "federal  give-away,"  but  only  by  someone  with  no  sense  of 
how  they  work. 

The  creation  and  distribution  of  ITQ  harvest  rights  is  exactly  what  enables 
the  industry  to  have  its  own  buy-back  program  at  no  cost  to  the  government. 

2  -  In  offshore  oil  exploration,  the  privilege  to  use  the  resources  is 
awarded  through  an  auction.  Is  this  an  appropriate  method  to 
distribute  ITQs? 

An  auction  is  probably  the  most  fair  system  possible  if  there  were  no  such 
thing  as  history.  If,  many  years  ago,  we  all  came  upon  unfished  oceans  and  then 
began  auctioning  the  rights  to  fish,  it  might  be  viable  now  as  a  way  of  managing 
fish.  Unfortuneately,  history  has  established  a  series  of  reliances  and  traditions, 
social  and  economic,  on  personal  and  community  levels  that  an  auction  would 
turn  upside  down.  It  would  be  a  disastrous  way  to  distribute  IFQs. 

3  -  Do  you  agree  with  Mark  Lundsten's  testimony  that  "there  is  no 
right  to  compensation  to  [quota]  holders  in  the  event  the  system  is 
changed  or  revoked?" 

Having  given  the  testimony  in  the  first  place,  let  me  say  I  still  agree  with 
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it.  A  harvest  privilege  is  not  a  property  right.  Though  granted  in  perpetuity,  it  is 
only  perpetual  as  long  as  the  government  chooses  to  keep  that  system  of 
harvesting  in  operation.   Should  the  government  determine  that  system  not  to  be 
viable.those  privileges  would  be  terminated.  To  explicitly  establish  that  condition 
during  the  formation  of  an  IFQ  plan  is  essential  to  a  manageable  and  terminable 
system. 


ALL  WITNESSES    RE:  MONOPOLIZATION 


4  -  Do  ITQs  promote  "big  business"  as  large  companies  have 
resources  to  buy  or  lease  a  significant  amount  of  shares? 

ITQs  promote  "big  business"  by  allowing  large  companies  with  capital  to 
buy  or  lease  a  significant  amount  of  shares  only  insofar  as  transferability  is  not 
restricted  by  any  given  system.  In  the  halibut  and  sablefish  plan  for  the  North 
Pacific  that  opportunity  for  big  business  is  minimized  or  made  nil  by  two 
conditions:  one,  the  owner  of  the  purchased  quota  must  be  on  board  the  vessel 
harvesting  that  fish,and;  two,  only  1/2%  of  the  fleetwide  quota  shares  for  halibut, 
and  1  %  of  the  fleetwide  quota  shares  for  sablefish  may  be  owned  by  any  single 
person.  The  "family  farm"  nature  of  these  fisheries  is  thus  protected  from  "big 
business." 

On  the  other  hand,  for  a  fishery  like  pollock,  the  intense  capitaliztion  that 
only  "big  business"  can  provide  is  exactly  what  the  fishery  requires  to  compete  in 
the  world  market  for  surimi.  As  with  the  manufacture  of  automobiles,  nothing 
but  "big  business"  can  even  operate,  let  alone  compete,  in  such  an  environment. 
In  that  case,  ITQs  are  a  natural  solution  to  our  overcrowded,  inefficient  open- 
access  system.  They  will  promote  the  efficiency  of  American  fishing  companies, 
"big  business"  companies,  by  providing  a  market-driven  harvesting-rights  plan 
that  rewards,  by  its  very  design,  the  most  efficient  of  those  companies. 


5  -What,  if  anything,  should  be  done  to  preserve  small, 
traditional  fishing  communities  and  prevent   "big  business"  from 
controlling  an  ITQ  fishery? 

The  restrictions  mentioned  in  answer  to  #4  for  the  halibut  and  sablefish 
plan  comprise  one  solution  to  protect  the  communities  involved  in  traditional, 
small-boat,  community-oriented  fisheries.  Further,  a  requirement  that  fish  caught 
in  the  halibut  and  sablefish  ITQ  system  be  brought  to  shore  plants  for  processing 
assures  that  the  communities  role  in  handling  product  will  be  perpetuated. 

The  restriction  of  ITQs  to  owner/operators  in  the  halibut-sablefish  plan  is 
not  sensible  for  the  other  groundfish  fisheries  or  crab  in  the  North  Pacific  where 
non-owner  skippers  have  long  been  the  rule.  But  a  cap  on  a  percentage  of  the 
fleet  quota  that  any  entity  can  own,  as  well  as  a  requirement  for  a  percentage  of 
the  quota  to  be  processed  on  shore  are  both  ideas  that  would  protect  the  traditions 
and  economies  of  the  fishing  communities. 


6  -  How  might  ITQs  be  structured  so  as  not  to  contribute  to 
increasing  monopolization  and  concentration  of  ownership  of  fishing 
rights?  How  might  the  unacceptable  concentration  of  ownership  be 
determined  for  any  other  fishery? 

Restricting  the  percentage  of  quota  that  any  entity  can  own  or  control  is 
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the  most  direct  way  to  insure  that  no  one  will  monopolize  any  given  fishery.  The 
halibut-sablefish  plan  derived  its  limit  on  percentage  of  quota  simply  by  assessing 
through  reliable  industry  sources  what  the  high-production  segment  of  the  fleet 
had  averaged.  The  1/2%  and  1%  limits  for  halibut  and  sablefish,  respectively,  are 
reflections  of  those  averages.  Any  person  averaging  more  than  that  percentage 
for  the  original  allocation  is  allowed  to  fish  that  excessive  quota  above  the  limit 
but  may  not  buy  any  more  quota.  A  similar  plan  could  be  devised  for  any 
particular  species. 

7  -  If  Magnuson  was  amended  to  allow  collection  of  revenues  in 
excess  of  administration  costs,  would  auction  of  quota  shares  be  a 
preferred  option?  Under  what  circumstances  should  revenues  from  an 
ITQ  program  be  used  to  finance  a  buyout  option  for  compensating 
those  who  are  forced  to  leave  a  fishery? 

As  stated  in  response  to  #2  above,  "An  auction  is  probably  the  most  fair 
system  possible  jf  there  were  no  such  thing  as  history.  If,  many  years  ago,  we  all 
came  upon  unfished  oceans  and  then  began  auctioning  the  rights  to  fish,  it  might 
be  viable  now  as  a  way  of  managing  fish.  Unfortuneately,  history  has  established 
a  series  of  reliances  and  traditions,  social  and  economic,  on  personal  and 
community  levels  that  an  auction  would  turn  upside  down.  It  would  be  a 
disastrous  way  to  distribute  IFQs." 

An  ITQ  program  should  obviate  any  need  for  a  buyout  option  for 
compensation  to  those  "forced  to  leave  a  fishery."  As  explained  in  #1  above,  an 
ITQ  system  in  itself  should  be  an  automatic,  industry-funded  buy-back  program 
with  no  federal  funds  required  for  such  an  enormous  undertaking. 


ALL  WITNESSES    RE:  TRANSFERABILITY 

8  -  Is  free  market  transferability  of  quota  shares  necessary? 

Free  market  transferability  of  quota  shares  is  essential  to  the  proper 
functioning  of  IFQs  as  a  rationalizing  tool  for  fisheries  management.  If  quota 
shares  are  not  transferable,  a  marginal  operation  with  a  marginal  share  of  quota 
may  not  sell  them  or  buy  any  more.  That  marginal  operator  will  fish  as  long  as 
possible  before  relinquishing  that  privilege  to  fish.  The  problem  of  too  many 
boats  chasing  too  few  fish  is  not  solved  nor  is  that  person  allowed  to  increase  his 
stake  in  that  fishery. 

If,  on  the  other  hand,  quotas  are  transferable,  a  marginal  operation  has 
opportunity  either  to  commit  itself  to  further  investment  and  buy  enough  quota  to 
fish  viably  or  to  relinquish  its  operation  for  cash  by  selling  its  quota.  Each 
fishery  is  allowed  to  find  its  own  reasonable  number  of  participants  according  to 
market  forces  within  that  fishery. 

For  IFQs  to  address  the  problem  of  overcapitaliztion,  quota  shares  must  be 
transferable. 


ALL  WITNESSES    RE:  ENFORCEMENT 

9  -  What  are  the  potential  enforcement  problems  with 
individual  quota  systems?  What  is  the  enforcement  experience  where 
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these  have  already  been  used? 

The  main  enforcement  problem  I  see  with  ITQs  is  the  chance  of 
unreported  deliveries,  or  "quota-busting,"  resulting  in  an  overfished  stock  of  fish. 
A  system  of  required  reporting  of  each  and  every  departure  and  arrival  of  ITQ 
vessels  in  any  port  and  of  required  observers  of  each  unloading  with  sufficient 
advance  notice  of  that  unloading  is  necessary  to  prevent  this  problem.  That 
system  is  currently  in  place  in  British  Columbia  in  their  halibut  quota-share 
program  and  is  working  well.  In  fact,  the  violations  they  have  had  have  been 
solved  by  industry  reporting.  Since  the  fishermen  have  something  to  lose 
personally  from  anyone  "laundering"  fish  secretly,  they  are  the  ones  who  have 
reported  the  few  violations  that  have  occurred. 


ALL  WITNESSES    RE:  BYATCH 

10  -  What  impact  do  ITQs  have  on  bycatch? 

Bycatch  can  decrease  under  IFQs  for  a  few  reasons.  The  first  is  the 
simplest  -  with  no  derby  or  "race  for  fish,"  the  operators  of  vessels  wil  have  time 
and  space  to  optimize  their  catch.  We  won't  have  to  go  for  broke  on  every  set  as 
we  do  now  in  the  North  Pacific  with  our  derby  situation.  Rather,  we  can  set  more 
carefully  in  "cleaner"  fishing  areas  without  worrying  about  how  much  time  we 
have  left.  The  incentive  will  be  to  maximize  return  on  the  poundage  of  quota 
allowed,  not  to  maximize  catch  in  the  amount  of  time  allowed. 

Second,  as  long  as  there  is  a  cap  on  the  total  amount  of  bycatch  overall  to 
any  fleet  for  any  species  (for  example,  as  long  as  only  so  many  tons  of  halibut,  a 
prohibited  species  for  trawlers  in  the  North  Pacific,  are  available  for  that  fleet 
each  year),  and  each  vessel  has  only  so  much  "bycatch  quota"  available  to  go 
along  with  its  target  species  quota,  then  it  is  in  each  vessel's  best  interest  to  fi.sh  as 
cleanly  as  possible.  In  the  70's  and  80's,  the  foreign  trawl  fleets  in  the  North 
Pacific  had  exactly  that  situation  with  harvest  quotas,  and  a  bycatch  cap  along 
with  it,  given  annually,  company  by  company  .  They  were  able  to  reduce  dieir 
bycatch  to  low  enough  levels  not  only  to  fish  their  quota  but  also  to  allow  for 
unprecedented  growth  in  the  halibut  stocks. 

11  -  What  about  "high-grading"  under  an  ITQ  regime?  Is  this  a 
greater  problem  with  ITQ  systems  than  in  an  open-access  fishery? 

The  potential  for  "high-grading"  exists  with  IFQs  but  no  worse  than  it 
already  exists  in  any  open-access  trip-limit  fishery.  A  solution  to  the  problem  is 
simply  to  require  retention  of  all  fish  of  legal  size  for  which  a  vessel  has  ITQs 
and  to  have  a  reasonable  level  of  observer  coverage.  I  believe  that  as  the 
Canadians  have  shown  with  the  enforcement  of  their  system,  so  will  it  be  with 
most  any  other  system  -  as  long  as  the  fleet  thinks  the  system  is  working,  we  will 
do  our  best  to  enforce  the  rules  ourselves.  Our  best  interest  is  thus  served  much 
more  than  it  is  served  by  doing  the  same  under  open-access.  Under  the  latter,  no 
tangible  rewards  are  given  for  following  the  rules  except  for  not  being  penalized. 
Under  ITQs,  breaking  the  rules  is  a  direct  infringement  on  each  vessel's  ftiture 
quota.  Under  ITQs,  following  the  rules  and  seeing  that  others  do  the  same  gives 
each  vessel  a  tangible  return. 


ALL  WITNESSES    RE:  CRITICISMS  OF  ITQS 
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12  -  In  recent  U.S.  experience,  what  have  been  the  more 
common  criticisms  of  proposed  ITQ  regimes?  How  have  these 
criticisms  been  addressed? 

The  most  common  criticism  of  ITQs  is  that  they  prevent  new  entry  into  the 
fishery.  I  disagree  heartily.  Open-access  is  currently  preventing  new  entry  into 
the  halibut  and  sablefish  fisheries  on  a  sustained,  professional  level  because  the 
fisheries  are  so  degraded  that  no  one  dares  to  invest  in  them.  Anyone  who  is 
serious  about  longlining  has  no  opportunity  now.  A  reasonable  and  stable  fishery 
that  requires  an  entry  fee  (and  later  gives  that  entry  fee  back  when  that  person 
sells  their  quota)  is  highly  preferable  to  a  fishery  with  no  future  and  a  policy  of 
open  entry. 

Another  criticism  is  that  we  will  eliminate  jobs  with  ITQs  -  only  half- 
true.  With  IFQs  we  establish  a  mechanism  with  which  to  find  a  reasonable  level 
of  jobs  that  can  be  supported  by  our  fisheries  resources.  What  we  have  now  is 
over-employment  for  a  short  time  and  unemployment  for  a  long  time,  each  and 
every  year.  The  return  per  person  is  low  and  the  cost  to  the  country  in 
imemployment  benefits  is  high.  If  we  are  eliminating  any  jobs,  they  are  not 
realistically  sustainable  jobs  nor  the  kind  of  jobs  with  which  a  person  can  support 
a  family. 


ALL  WITNESSES    RE:  ENFORCEMENT 

13  -  How  do  data  requirements  for  managing  fisheries  with 
ITQs  compare  to  more  traditional  management  regimes?  How  much 
does  this  contribute  to  cost  savings  or  increased  expense? 

Delivery  reports  of  ITQ  catch  will  be  more  essential  on  a  boat-by-boat 
basis  than  they  are  now.  We  still  will  have  to  keep  track  of  the  total  catch  of  the 
fleet;  and,  we  also  will  have  to  track  each  vessel's  production  throughout  the 
season.  Undoubtedly,  this  will  be  more  expensive  than  the  system  we  have  now. 
But,  the  current  need  of  the  Coast  Guard  to  physically  monitor  the  grounds 
before  and  after  each  opening  will  be  virtually  eliminated  and  will  offset  much  of 
that  expense.  A  small  percentage  of  each  vessel's  delivery  could  be  used  to  cover 
that  cost  of  monitoring  deliveries  and  data  collection. 


ALL  WITNESSES    RE:  LOST  JOBS 

14  -  What  has  been  the  impact  of  ITQ  systems  on  jobs  and 
harvester  income?  What  can  be  anticipated  for  other  fisheries 
proposed  for  ITQ  systems? 

In  British  Columbia,  the  income  levels  have  risen.  Some  percentage  fewer 
fishermen  are  working,  but  their  incomes  are  better,  and  more  stable,  and  their 
working  conditions  have  improved  significantly.  I  expect  than  an  almost  identical 
change  will  occur  in  the  North  Pacific  halibut  and  sablefish  fisheries,  as  well  as  in 
the  trawl  and  crab  fisheries  in  that  area. 


MARK  LUNDSTEN 

15  -  What  is  the  most  fair  way  to  assess  quotas  based  on  historic 
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fishing  activity?  Would  it  be  fair  to  identify  a  point  in  the  past 
before  overcapitalization  (perhaps  January  1,  1989)  and  grant  quota 
only  to  those  who  were  participants  at  that  time? 

The  most  fair  way  to  assess  quotas  is  by  historic  fishing  activity.  Those 
who  pioneered  and  developed  a  fishery  are  the  ones  who  made  the  opportunity 
available  for  others  to  come  later.  They  were  the  ones  who  developed  the 
technology  and  the  markets,  the  ones  who  built  up  the  network  of  suppliers  and 
buyers.  That  effort  and  that  risk  both  should  be  recognized. 

On  the  other  hand,  I  don't  think  it  is  fair  to  establish  a  cut-off  point  too  far 
in  the  past  after  which  no  credit  for  ITQs  should  be  given.  All  those  later  vessels 
were  playing  by  the  rules,  just  or  unjust  as  they  may  seem  to  anyone,  and  should 
not  be  penalized  now  for  that.  They  simply  should  not  be  given  the  credit  that 
vessels  with  long  history  should  receive.  1989  is  too  far  in  the  past  to  be  fair  in 
my  opinion.  1 992  is  much  more  reasonable. 
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QUOTA  ALLOCATIONS 

Q:   How  do  you  believe  quotas  should  be  allocated  and 
further  how  do  we  address  the  concern  that  current  ITQ 
allocations  amount  to  a  federal  give-away? 

A:   If  quotas  are  allocated,  they  should  be  allocated 
only  on  very  recent  history,  and  only  to  recipients  who  have 
demonstrated  an  intent  and  an  ability  to  reduce  bycatch  to 
acceptable  levels.   As  any  economist  will  tell  you,  the 
current  disposition  of  resources  in  our  industry  is  the 
result  of  contemporary  market  forces  and  management 
policies.   Any  attempt  to  throw  the  industry  backwards  by 
awarding  quotas  to  past  participants  is  nonsensical, 
wasteful,  and  diseconomic.   The  Magnuson  Act  encourages  both 
harvesting  and  processing  -  those  who  do  both  should  get 
priority. 

It  is  difficult  but  necessary  to  address  the  concern 
that  current  ITQ  allocations  amount  to  a  federal  give-away. 
At  the  recent  hearing  on  the  subject,  witnesses  testified 
that  current  ITQ  allocations  do  amount  to  a  federal  give- 
away.  Editorial  writers  and  others  who  look  at  our 
circumstance  suggest  that  there  should  not  be  a  give-away, 
but  that  any  initial  distribution  should  be  by  auction  - 
letting  the  market  determine  what  rents  should  accrue  to  the 
public.   They  further  suggest  the  auctioning  of  temporary 
rights  to  fish,  only  -  so  the  public  can  recieve  rents  over 
time  as  determined  by  the  market.   Our  association  does  not 
favor  auctions.   We  think  any  Council  desiging  an  ITQ  plan 
should  come  to  grips  with  the  question  of  public  ownership, 
and  design  a  program  of  compensation  that  industry  can 
support . 

Q.   In  offshore  oil  exploration,  the  privilege  to  use 
the  resources  is  awarded  through  an  auction.   Is  this  an 
appropriate  method  to  distribute  ITQ's? 

A.   Please  see  previous  answer. 

Q.   Do  you  agree  with  Mark  Lundsten's  testimony  that 
"there  is  no  right  to  compensation  to  (quota)  holders  in  the 
event  the  system  is  changed  or  revoked." 

A.   Recipients  of  quota  share  may  rely  on  an  ITQ  system 
to  their  detriment  by  investing  to  harvest  quota  (buy  a 
boat,  for  example) ,  or  may  purchase  quota  shares  from 
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others.   Either  could  give  rise  to  a  colorable  claim  for 
compensation  on  termination  of  an  ITQ  program.   A  more 
important  consideration,  however,  is  politics.   ITQ  holders 
will  likely  develop  such  a  strong  lobby  that  the  question  of 
termination  will  never  arise.   A  strong  industry  lobby  has 
reportedly  developed  in  New  Zealand  under  their  ITQ  program. 


MONOPOLIZATION 

Q.   Do  ITQ's  promote  "big  business"  as  large  companies 
have  resources  to  buy  or  lease  a  significant  amount  of 
shares. 

A.   Yes.   A  primary  concern  of  our  organization  is  that 
under  formulas  now  being  considered,  none  of  us  will  receive 
enough  ITQ  to  continue  operating.   We  will  be  forced  to 
purchase  more  ITQ  shares  on  the  open  market  if  we  want  to 
stay  in  business.   We  are  concerned  that  large  companies 
will  outbid  us,  and  force  us  out  of  business.   The  best  way 
to  examine  this  thesis  is  to  obtain  and  examine  all 
documentation  relating  to  the  NMFS  report,  Review  of  the 
Effectiveness  or  Our  Administrative  and  Enforcement 
Obliaaitons  under  the  Surf  Clam/Ouahoq  ITO  Plan  (February 
25,  1992).   This  plan  was  widely  touted  as  a  "test"  of 
ITQ's.   It  has  been  alleged  that  there  was  considerable 
consolidation  of  shares  in  the  hands  of  large  corporations, 
both  foreign  and  domestic.   The  public  should  see  this 
material. 

Q.   What,  if  anything,  should  be  done  to  preserve 
small,  traditional  fishing  communities  and  prevent  "big 
business"  from  controlling  an  ITQ  fishery? 

A.   The  most  obvious  answer  is,  don't  develop  an  ITQ 
program  in  the  first  place.   Alternatively,  a  strict  cap  on 
ownership  might  be  established.   Prohibitions  of  transfer  of 
ITQ  shares  among  vessel  size  classes  has  been  suggested. 
There  may  be  other  approaches. 

Q.   How  might  ITQ's  be  structured  so  as  not  to 
contribute  to  increasing  monopolization  and  concentration  of 
ownership  of  fishing  rights?  How  might  the  unacceptable 
concentration  of  ownership  be  determined  for  any  fishery? 

A:   Please  see  preceding  answer.   If  traditional 
participants  are  forced  out  of  a  fishery  against  their  will, 
that  might  indicate  unacceptable  concentration  of  ownership. 

Q:   If  Magnuson  was  amended  to  allow  collection  of 
revenues  in  excess  of  administrative  costs,  would  auction  of 
quota  share  be  a  preferred  option?   Under  what  circumstances 
should  revenues  from  an  ITQ  program  be  used  to  finance  a 


639 


buyout  option  for  compensating  those  who  are  forced  to  leave 
a  fishery? 

A.   Many  think  that  auction  of  quota  shares  is  the  most 
logical  option,  allowing  the  marketplace  to  determine  what 
rents  should  accrue  to  the  public.   We  do  not  prefer  it.   A 
buyout  option  for  compensating  those  who  are  forced  to  leave 
a  fishery  is  a  good  idea  under  any  circumstance. 


TRANSFERABILITY 

Q:   Is  free  market  transferability  of  quota  shares 
necessary? 

A:   Economists  argue  that  it  is  necessary  if  all  the 
putative  benefits  of  an  ITQ  system  are  to  be  achieved. 
Social  considerations  may  dictate  otherwise. 


ENFORCEMENT 

Q:   What  are  the  potential  enforcement  problems  with 
individual  quota  systems?  What  is  the  enforcement 
experience  where  these  have  already  been  used? 

A:   High-grading  and  bootlegging  are  obvious  problems, 
absent  100%,  24-hour  observer  coverage.   False  accounting, 
quota  busting,  and  systematic  fraud  are  reported  in  New 
Zealand.   The  best  way  to  assess  U.S.  enforcement  experience 
would  be  to  obtain  all  of  the  materials  relating  to  the  Surf 
Clam/Quahog  ITQ  Plan,  above,  and  to  study  them. 


Q:   What  impact  do  ITQ's  have  on  bycatch?  What  about 
"high-grading"  under  an  ITQ  regime?   Is  this  a  greater 
problem  with  ITQ  systems  than  in  an  open  access  fishery? 

A:   Trawl  fisheries  are  often  conducted  on  spawning 
stocks  -  it  may  be  expectd  that  this  practice  would  continue 
under  ITQ's.   To  the  extent  that  the  same  fishing  practices 
are  used,  ITQ's  will  have  no  effect  on  bycatch.   Some  argue 
that  under  ITQ's  fishermen  will  fish  at  times  and  in  places 
where  bycatch  is  reduced.   We  do  not  have  enough  domestic 
experience  in  this  area,  but  it  is  reported  that  the  New 
Zealand  program  "entirely  fails  to  deal  with  wider  by-catch 
issues,"  and  that  high-grading  is  a  problem. 
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CRITICISMS  OP  ITO'S 

Q:   In  recent  U.S.  experience,  what  have  been  the  more 
common  criticisms  of  proposed  ITQ  regimes?   How  have  these 
criticisms  been  addressed? 

A.   Most  U.S.  experience  with  ITQ's  has  been  in  the 
Surf  Clam/Quahog  plan.   Here  there  have  been  allegations  of 
price-fixing,  collusion,  threats  and  intimidation,  foreign 
ownership  of  the  resource,  concentration  and  monopolistic 
control  of  the  industry,  disguised  ownership  of  quotas, 
inadequate  enforcement  and  protection,  loss  of  jobs,  vessels 
and  lives.   These  criticisms  have  (hopefully)  been  adressed 
in  the  NMFS  investigation  and  report  mentioned  above  -  we 
need  to  obtain  all  of  those  materials. 

Q.   How  do  the  data  requirements  for  managing  fisheries 
with  ITQ's  compare  to  more  traditional  management  regimes? 
How  much  does  this  contribute  to  cost  savings  or  increased 
expense? 

A:   Under  an  ITQ  system,  catch  and  bycatch  data 
collection  will  have  to  be  strictly  monitored  and  enforced  - 
individual  vessels  cannot  be  allowed  to  exceed  their  quotas. 
Such  monitoring  and  enforcement  will  require  more  observer 
coverage,  more  vessel  time,  more  expense.   NMFS  has  advised 
that  it  may  be  necessary  to  weigh  all  fish  -  this  would 
substantially  increase  the  cost  of  operations. 


LOST  JOBS 

Q:   What  has  been  the  impact  of  ITQ  systems  on  jobs  and 
harvester  income?  What  can  be  anticipated  for  other 
fisheries  proposed  for  ITQ  systems? 

A:   Consolidation  under  an  ITQ  system  would  mean, 
logically,  a  net  loss  of  jobs  but  increased  harvester  income 
for  those  left  in  the  fishery.   It  is  alleged  that  there  has 
been  both  loss  of  jobs  and  diminished  incomes  for  those 
remaining  in  the  Surf  Clam/Quahog  fishery.   We  should  study 
this  fishery  and  the  Sablef ish/Halibut  ITQ  plan  carefully 
before  extending  ITQ's  to  other  fisheries. 


SMITH 

Q:  As  part  of  your  testimony  you  attach  about  100 
pages  of  addendum  -  in  two  minutes,  please  tell  me  what 
these  addenda  demonstrate . 

A:   One  of  the  packages  contains  editorial  material 
supporting  our  testimony,  and  NMFS  documents  reflecting  the 
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severity  of  our  bycatch  problems  in  the  groundfish  fisheries 
off  Alaska.   The  second  contains  a  synopsis  of  scientific 
and  academic  works  address  the  conservation  and  economic 
advantages  of  longline  gear  over  mobile  gear.   The  third 
contains  materials  obtained  under  a  Freedom  Of  Information 
request  for  documents  on  the  Surf  Clam/Qauhog  ITQ  plan  -  it 
is  noteworthy  for  the  information  and  materials  not 
released. 

Q:   One  addendum  is  the  Conservation  Network  agenda. 
Does  this  mean  your  Association  supports  this  agenda? 

A.   Our  materials  contain  only  one  part  of  the 
Conservation  Network's  agenda,  which  addresses  bycatch 
reduction  and  the  use  of  selective  gear.   We  support  that 
part  of  the  Network's  agenda. 
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Center  for  Marine  Ccmservation 


Rogar  E  McManus 

President 

March  21,  1994 


The  Honorable  Thomas  J.  Manton 

Chairman 

Subcommittee  on  Fisheries  Management 

U.S.  House  of  Representatives 

Committee  Merchant  Marine  and  Fisheries 

Room  1334,  Long  worth  House  Office  Building 

Washington,  D.C.  20515-6230 

Dear  Representative  Manton: 

Thank  you  for  the  additional  opportunity  to  comment  on  the  issue  of  Individual 
Transferable  Quotas  GTQs)  subject  to  your  Subcommittee's  hearings  on  February  9  of  this 
year.   We  appreciate  the  work  of  the  Subcommittee  on  this  important  matter. 

I  would  like  to  tatoe  this  opportunity  to  preface  our  response  to  the  questions  posed  in 
your  February  24  letter  by  addressing  some  concerns  regarding  the  Subcommittee's  hearing. 
I  have  not  seen  the  transcript  nor  written  copies  of  statements  by  the  Members,  so  I  ask  for 
understanding  if  my  recollections  arc  not  accurate.   I  understood  several  of  the  Members  to 
say  tliat  they  were  most  concerned  that  the  implementation  of  ITQ  systems  not  result  in  a 
reduction  in  the  number  of  their  constituents  who  arc  allowed  to  participate  in  their  fisheries. 

There  is,  of  course,  considerable  irony  in  this  perspective  as  the  primary  purpose  for 
ITQ  systems  originally  was  as  a  means  to  reduce  effort.   If  ITQs  are  not  used  to  reduce 
effort,  i.e.  the  number  of  people  fishing  in  a  fishery,  then  their  sole  remaining  purpose  is  as 
an  allocation  tool.   And,  as  you  are  well  aware,  there  is  considerable  debate  about  fairness 
and  policy  regarding  allocations  with  or  without  ITQs.     But,  if  effort  is  not  limited, 
overcapitalization  will  inevitably  result  with  political  pressure  in  increasing  catches  beyond 
sustainable  levels,  as  discussed  in  our  publication  Why  People  Catch  Too  Many  Fish. 

We  recognize  some  have  argued  ITQs  also  inherently  instill  long-term  economic 
views  and  conservation  ethics  in  participants  in  fisheries  using  ITQ  systems.   These  are  nice 
hypotheses,  but  are  offered  without  any  evidence.   As  noted  in  my  written  testimony,  even 
the  most  highly  lauded  examples  by  ITQ  proponents  cannot  be  demonstrated  to  exliibit  such 
characteristics,  much  less  demonstrated  to  provide  for  sustainable  use.   Even  in  such  cases 
where  qualitative  information  is  offered  to  argue  for  such  characteristics  they  clearly  must  be 
considered  on  a  case  by  case  basis. 
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We  appreciate,  too,  that  it  is  harder  politically  to  cut  people  out  of  a  job  completely 
rather  than  having  them  accept  a  declining  percentage  of  the  revenue  either  by  design  or 
default.    In  all  of  these  cases  we  essentially  are  tallcing  about  allocation,  not  fishery 
management. 

But  fishery  management  decisions  involve  other  decisions  much  more  important  to 
ensuring  the  resource  is  being  managed  sustainably.   In  the  list  of  questions  for  which  you 
have  asked  for  responses,  not  one  addresses  how  ITQs  will  benefit,  detract  or  have  a  neutral 
effect  on  the  goal  of  managing  tlie  target  species  sustainably.   This  is  understandable  as  this 
issue  is  rarely  raised  in  the  ongoing  debate  over  ITQs,  but  is  not  the  question  of  how  we  stop 
the  decline  of  our  fisheries  central  to  the  debate  of  what  we  should  do  to  improve  the  FCMA 
and  Federal  fishing  policy?   Some  of  the  decisions  critical  to  that  concern  follow. 

1)  How  much  fish  shall  we  allow  to  be  taken  i.e..  the  total  allowable  catch  fTAO?  This 
needs  to  be  determined  whether  or  not  ITQs  are  going  to  be  allocated.   CurrenUy  the  FCMA 
allows  this  number  to  be  established  in  light  of  economic  and  political  considerations.   The 
result  is  that  TACs  are  set  too  high,  fish  are  "mined"  unsustainably  rather  than  being 
managed  for  sustainable  use.    The  result  is  people  suffer  and  lose  their  jobs.   Unfortunately 
the  evidence  for  impnident  public  policy  allowing  for  unsustainable  use  is  abundant. 

The  Center  and  other  conservation  organizations  are  asking  Congress  to  amend  the  FCMA  to 
make  the  Councils  establish  TACs,  determined  solely  on  biological  information,  with  the 
view  that  stocks  be  managed  for  sustainable  use.   If  such  numbers  occasionally  are  too 
conservative,  then  stocks  will  usually  be  more  valuable  in  the  future  than  Jess  so  as  is  the 
case  now. 

2)  How  to  ;iimit  the  effort  to  ensure  that  catches  do  not  exceed  the  TArs?   This  is  the 
decision  in  which  ITQs  may  most  likely  be  useful,  but  only  after  realistic  TACs  have  been 
established.   Again  we  can  limit  effort  by  limiting  the  number  of  people  or  their  efficiency. 

3)  How  to  enforce  controls  to  ensure  effort  is  limited  as  desiened  and  catches  do  not  exceed 
(hg  TAC-^?  Obviously  this  decision  should  include  how  best  to  achieve  voluntary  compliance 
without  the  need  to  threaten  enforcement  action. 

The  Center  for  Marine  Conservation  supports  the  use  of  ITQs  as  one  management 
tool  available  to  fishery  managers.   Considerations  for  using  this  tool  arc  further  explored  in 
our  recent  publication  with  World  Wildlife  Fund  U.S.,  Limiting  Access  to  Marine  Fisheries; 
Keeping  tfie  Focus  on  Conservation.   While  some  suggest  ITQ's  are  the  best  hope  for 
fisheries  management  reform,  we  believe  their  application  and  potential  is  vastly  overrated  by 
their  proponents  and  detract  from  the  more  fundamental  problems  of  establishing  standards 
and  procedures  for  determining  biologically  sustainable  TACs,  providing  management 
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systems  to  control  effort  to  ensure  catches  don't  exceed  those  TACs,  and  enforcing  those 
management  procedures.   The  fact  that  the  debate  concerning  ITQs  virtually  ignores 
questions  of  sustainability  of  target  species  emphasizes  this  concern. 

We  believe  that  the  FCMA  and  the  current  procedures  for  considering  when  to  use 
ITQs  are  largely  sufficient  and  responsible  for  this  task  with  a  few  specific  needs  for 
amendment  to  the  Act.   Among  these  we  believe  Congress  should  first  endorse  the  Clinton 
Administration's  policy,  articulated  by  NOAA  Undersecretary  Jim  Baker  in  a  January  24, 
1994  letter  to  me,  that  ITQs  "do  not  confer  private  property  rights,  nor  do  holders  of  quota 
shares  own  the  resource."   I  would  add  that  this  issue  is  particularly  important  because 
increasingly  knowledge  of  marine  resource  conservation  and  management  emphasizes  the 
need  to  consider  interrelationships  between  target  and  other  species  and  their  ecosystems. 
Private  property  rights  as  well  as  privileges  tantamount  to  private  property  rights  for  marine 
resources  make  a  frightening  specter  regarding  conservation  and  sustainable  management  for 
dicse  resources.   Congress  could  circumvent  predictable,  costly  litigation  by  making  this 
policy  point  clear  now. 

Beyond  this  clarification  the  only  amendment  we  would  seek  for  the  FCMA  regarding 
ITQs  is  to  provide  NOAA  with  authority  to  charge  fees  for  ITQ  allocations  and  for  fish 
landings.   For  too  long  the  fishing  industry  has  remained  unique  as  the  only  such  industry 
dependent  on  public  resources  that  does  not  provide  some  compensation  to  the  public  for  its 
property  and  the  management  of  resources  relied  on  by  the  industry.   Fiscal  prudence  and  the 
need  that  such  funds  be  provided  for  needed  fishery  research  and  management  expenses 
argues  strongly  for  such  autliority. 

We  do  not  support  new,  statutorily  required  standards  or  procedures  for  reviewing  the 
application  of  ITQs.    Existing  FCMA  procedures  and  those  of  the  National  Environmental 
Policy  Act  are  sufficient  to  provide  for  adequate  review,  and  Congressional  and  public 
oversight.   The  FCMA  now  is  characterized  by  complex,  inefficient,  and  ineffective 
management  regimes;  we  need  to  simplify  and  clarify  the  law,  not  further  festoon  it  with 
additional  process  mechanisms. 

After  that  lengthy  introduction,  we  would  now  like  to  offer  our  comments  on  the 
questions  posed  in  your  February  24  letter.    We  preface  those  responses,  however,  by  again 
emphasizing  that  the  questions  largely  address  allocation  issues  which  are  largely  those  of 
social  policy  not  of  how  to  best  ensure  that  fish  stocks  are  maintained  suslainably.   It  is  the 
latter  issue  that  is  of  the  greatest  concern  to  the  Center,  the  former  are  largely  political 
decisions. 

How  do  you  believe  quotas  should  be  allocated  and  further  how  do  we  address  the  concern 
that  current  ITQ  allocations  amount  to  a  federal  give-away? 
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First,  we  believe  that  Congress  should  authorize  NOAA  to  collect  fees  for  allocation  of  ITQs 
as  well  as  for  landings.  Those  fees  should  be  established  to  reflect  the  value  of  the  resource 
harvested,  the  costs  of  research  for  establishing  the  TACs  for  the  target  species,  and  the 
costs  for  managing  the  fishery.   Through  such  fees  the  full  costs  of  utilization  of  the  resource 
and  the  means  to  properly  manage  it  are  most  Ukely  to  be  ensured. 

In  offshore  oil  exploration,  the  privilege  to  use  the  resources  is  awarded  through  an  auction, 
Is  this  an  appropriate  method  to  distribute  ITQs? 

This  would  arguably  be  the  most  economic  approach  and  would  probably  minimize  the 
number  of  individuals  in  the  fishery  making  enforcement  and  management  easier  in  some 
respects.    Nevertheless,  social  considerations,  such  as  long  participation  in  the  fishery  will 
certainly  be  argued  as  legitimate  standards  for  selecting  those  eligible  for  ITQ  allocations. 
This  is  a  political  call.   Nevertheless,  we  believe  every  recipient  of  an  ITQ  should  pay  the 
fair  market  privilege  for  the  guaranteed  access. 

Do  you  agree  with  Mark  Lundsten's  testimony  that  "there  is  no  right  to  comptensation  to 
[quota]  holders  in  the  event  the  system  is  changed  or  revoked. 

That  is  the  Clinton  Administration's  policy  and  we  subscribe  to  it  enthusiastically.   To  do 
otherwise  is  tantamount  to  granting  property  rights  to  public  marine  fisheries  and  we  are 
unalterably  opposed  to  such  policy.   Participants  in  ITQ  systems  must  be  prepared  for  the 
fact  that  their  shares  may  change  in  value  because  of  needed  changes  to  the  TACs  and  if  the 
system  is  not  successfully  managing  the  resource  at  a  sustained  level  they  must  accept  that  it 
will  be  changed  or  revoked.   Otherwise  one  would  be  arguing  that  the  public  should 
compensate  a  user  of  public  resources  when  the  management  regime  must  be  changed  to 
ensure  sustainable  use  of  those  resources. 

Do  ITQs  promote  "big  business"  as  large  companies  have  resources  to  buy  or  lease  a 
significant  amount  of  shares? 

This  will  probably  be  the  case  unless  there  is  a  cap  on  the  percentage  or  quantity  of  shares 
that  can  be  held  by  any  one  person.   Again,  when  NOAA  elects  to  adopt  such  limitations  this 
is  an  exercise  in  social  policy  which  will  probably  have  to  be  addressed  on  a  case  by  case 
basis  for  which  few  general  rules  can  be  anticipated. 

What,  if  anything,  should  be  done  to  preserve  small,  traditional  fishing  communities  and 
prevent  "big  business"  from  controlling  an  ITQ  fishery? 

Personally  I  would  hate  to  see  individual  fishers  and  small  fishing  communities  go  the  way  of 
small  farms.  The  reasons  this,  happens  are  economic  forces  taking  theirnormal  course.   If 
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Congress  wants  to  preserve  small  fishers  and  their  communities,  Congress  can  prescribe 
controls  to  help  ensure  that  policy  -  such  as  caps  on  percentages  of  ITQ  that  can  be  held  by 
any  one  person.   Personally  I  also  subscribe  to  the  view  that  government  policies  essentially 
promoting  mining  public  fishery  resources  have  led  to  the  collapse  of  many  such  resources, 
causing  suffering  in  communities  that  were  dependent  on  them  so  I  don't  object  to 
government  programs  to  assist  such  communities  through  transitions  necessitated  by  the 
destruction  of  the  resources. 

How  might  ITQs  be  structured  so  as  not  to  contribute  to  increasing  monopolization  and 
concentration  of  ownership  of  fishing  rights?  How  might  the  unacceptable  concentration  of 
ownership  be  determined  for  any  fishery? 

With  regard  to  the  first  question  the  answer  again  probably  lies  in  limiting  the  percentage  or 
quantity  of  ITQs  any  one  person  may  hold.  With  regard  to  the  second  question,  there  is.  of 
course,  no  magic  formula.  The  politically  acceptable  answer  will  differ  with  many  different 
factors  such  as  the  nature  of  the  fishery  and  the  history  of  iu  implementation. 

How  do  data  requirements  for  managing  fisheries  with  ITQs  compare  to  more  traditional 
management  regimes?   How  much  does  this  contribute  to  cost  savings  or  increased  expense? 

As  noted  above,  no  matter  what  management  regime  one  imposes  there  will  still  need  to  be 
sufficient  research  to  establish  biologically  sustainable  TACs.   Management  through  ITQs  or 
Other  means  will  vary  in  expense  on  a  case  by  case  basis.   Certainly  the  complexity  of  ITQ 
systems  adds  to  their  expense,  but  other  management  regimes  for  limiting  effort  could  be 
very  expensive  as  well.   NOAA  will  have  to  evaluate  the  merits  of  ITQ  systems,  including 
the  acceptability  of  their  expense,  on  a  case  by  case  basis. 

What  has  been  the  impact  of  ITQ  systems  on  jobs  and  harvester  income?  What  can  be 
anticipated  for  other  fisheries  proposed  for  ITQ  systems? 

"We  have  not  conducted  research  to  answer  these  questions  authoritatively.  The  theory  of 
course  is  that  by  limiting  access  the  remaining  participants  in  the  fishery  will  make  better 
living.  Those  who  do  not  get  the  ITQs  lose  access,  jobs  and  income.  The  upside  is  that  if 
effort  is  truly  limited  and  controlled  there  is  a  better  chance  to  ensure  biologically  sustainable 
TACs  will  not  be  exceeded  and  the  fishery  can  be  managed  sustainably. 

Questions  on  Amendment  Nine  to  the  Surf  Ciam  and  Oc-ean  Quahog  Management  Plan? 

We  have  not  examined  this  fishery  sufficiently  to  offer  responses  to  the  questions  posed, 
except  to  note  the  complexity  of  the  system  and  the  debate,  the  cost  and  dubious  value  of  this 
ITQ  system  intended  to  improve  this  fishery's  management. 
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Again  we  appreciate  the  opportunity  to  provide  our  views  to  the  Subcommittee.   In 
summary  we  would  urge  the  Congress  to  improve  Federal  policy  by  confirming  Clinton 
Administration  policy  regarding  the  privatization  of  public  marine  resources  and  by  amending 
the  FCMA  to  provide  NOAA  with  authority  to  levy  fees  for  ITQs  and  landings.  The 
conditions  under  which  ITQs  may  or  may  not  be  successful  will  vary  considerably  with  each 
fishery  and  situation  for  which  they  are  being  considered.   We  do  not  believe  such 
deliberations  will  be  facilitated  by  statutorily  mandated  standaixls  or  processes. 

Finally,  we  believe  that  issues  relating  w  the  failure  to  ensure  political  will  for 
esUblishing  biologically  sustainable  TACs  and  supportive  management  and  enforcement 
commitments  are  much  more  deserving  of  the  considerable  attention  now  given  to  ITQs. 
whose  promotion  exceeds  demonstrated  potential  or  probable  possibility. 

Sincerely, 

Roger  E.  McManus 
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Rodney  M.  Fujita,  Ph.D  D.  Douglas  Hopkins,  J.D.  Zach  Willey,  Ph.D 
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1.  How  do  you  believe  quotas  should  be  allocated  and  further,  how  do  we  address 
the  concern  that  current  ITO  allocations  amount  to  a  federal  give-away? 

EDF  believes  that  national  guidelines  are  needed  to  establish  broad  principles  for 
allocation  and  for  compensation  of  the  public.   Specific  initial  allocation  formulas  and 
compensation  mechanisms,  however,  should  be  developed  on  a  fishery-by-fishery 
basis  to  account  for  differing  community  values,  differing  visions  for  the  future,  and 
other  distinctive  features  of  each  fishery.  Initial  allocation  is  likely  to  be  a 
contentious  process,  but  no  more  so  than  the  annual  allocation  battles  that  currently 
consume  the  majority  of  the  Councils'  time  and  energies.   Moreover,  under  ITQ 
management  the  battle  would  be  fought  only  once  instead  of  every  year.   The 
potential  for  national  guidelines  to  constrain  initctl  allocation  debates  and  thereby 
alleviate  conflicts  should  be  investigated. 

We  believe  that  the  public  will  be  compensated  for  granting  exclusive  harvest  rights 
associated  with  ITQs  in  part  with  greatly  improved  fisheries  management  resulting  in 
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sustainable  fisheries.   However,  we  also  believe  that  some  portion  of  the  econonuc 
rent  generated  by  fisheries  under  ITQ  management  should  be  collected  and  used  to 
fund  necessary  research,  administration,  and  proactive  management.   We  support  an 
amendment  to  the  Magnuson  Act  that  would  remove  the  current  prohibition  on  the 
collection  of  fees  or  assessments  beyond  certain  linuted  administrative  costs. 

The  public,  through  the  government,  retains  the  right  to  revoke  quota  shares  granted 
under  ITQ  management,  reduce  quota  shares,  and  the  right  to  terminate  ITQ 
programs.   If  these  terms  are  made  explicit  and  clear  before  ITQ  implementation,  no 
compensable  takings  claims  are  likely,  and  none  would  be  successful.   Experience 
with  revocable  oil  and  gas  leases  and  grazing  permits  support  this  conclusion. 

2.   In  offshore  oU  exploration,  the  privilege  to  use  the  resources  is  awarded  through 
an  auction.   Is  this  an  appropriate  method  to  distribute  ITOs? 

Oil  exploration  privileges  should  be  viewed  somewhat  differently  from  fish  harvest 
privileges.   Only  irrevocable  oil  and  gas  leases  are  considered  compensable  interests, 
not  revocable  or  conditional  leases.   Grazing  permits  may  provide  a  closer  analogy  to 
ITQs,  since  they  are  both  defined  to  be  revocable  and  by  their  terms  do  not  create  a 
compensable  property  right  interest. 

Auctions  of  quota  shares  (QS)  for  fish  harvest  privileges  would  provide  an 
opportunity  to  minimize  conflicts  over  the  initial  allocation  (which  have  consimied  an 
enormous  amount  of  time  and  energy  in  previous  efforts  to  develop  ITQ  programs) 
and  at  the  same  time  capture  some  portion  of  the  economic  rent  (i.e.,  the  difference  in 
the  value  of  the  fishery  and  the  costs  to  exploit  it)  expected  to  accrue  as  a  result  of 
improved  fisheries  management  so  as  to  reimburse  the  public  for  the  granting  of 
exclusive  harvest  rights.  Depending  upon  the  type  of  auction,  all  of  the  economic 
rent  may  not  be  captured  due  to  uncertainties  about  the  tenure  of  QS,  lack  of 
appreciation  of  the  full  value  of  ITQs,  and  lack  of  familiarity  with  ITQs. 

Auctions  may  have  dramatic  impacts  on  the  structure  of  the  fishery,  however,  and 
may  not  reward  the  "sweat  equity"  and  capital  invested  in  the  fishery  by  fishermen 
who  have  not  accumulated  enough  capital,  or  who  do  not  have  access  to  adequate 
capital,  to  bid  successfully  for  QS.   One  of  the  attractive  features  of  ITQs  that  are 
allocated  on  the  basis  of  catch  history  or  other  parameters,  rather  than  auction,  is  the 
fact  that  it  affords  quota  holders  the  flexibility  to  decide  whether  to  stay  in  the 
fishery  or  to  invest  the  wealth  represented  by  the  QS  in  some  other  venture. 

Other  mechanisms  to  collect  rent,  such  as  an  assessment  on  first  sale  or  transfer  fees, 
also  fail  to  capture  all  of  the  rent.  These  latter  mechanisms  are  less  desirable  than 
auctions  because  they  would  be  expected  to  inhibit  trading  in  QS,  and  hence  might 
reduce  the  efficacy  with  which  ITQ  management  could  reduce  excess  fishing  capacity, 
the  key  to  the  success  of  ITQ  management. 


656 


Some  combination  of  a  non-auction  initial  allocation  formula  and  ad  valorem 
assessment  scheme  might  best  preserve  the  structure  of  a  fishery  while  at  the  same 
time  collecting  economic  rent  and  minimizing  the  impact  of  rent  collection  on  QS 
trading.   For  example,  some  portion  of  the  total  allowable  catch  (TAC)  could  be 
allocated  on  the  basis  of  catch  history,  the  degree  of  selectivity  of  fishing  practices 
and  gear  types,  and  other  parameters  agreed  upon  by  managers  and  fishermen. 
Alternatively,  "lifeline"  quotas  (i.e.,  equal  shares  of  the  TAC)  could  be  allocated,  while 
another  portion  could  be  auctioned.   In  either  case,  an  ad  valorem  tax  could  be 
assessed  after  the  full  market  value  of  QS  becomes  clearer  to  cover  administrative, 
enforcement,  research,  and  other  important  fisheries-specific  activies. 

3.  Do  you  agree  with  Mark  Lundsten's  testimony  that  "there  is  no  right  to 
compensation  to  [quotal  holders  in  the  event  the  system  is  changed  or  revoked"? 

Yes.   Our  legal  analysis  indicates  that  Constitutional  takings  claims  for  compensation 
would  be  evaluated  on  the  basis  of  the  expectations  of  the  quota  holder.   If  an  ITQ 
program  explicitly  states  from  its  inception  that  QS  is  subject  to  loss  in  value  as  the 
result  of  a  reduction  of  TAC,  that  QS  could  be  revoked  under  certain  circumstances 
or  modifications  of  the  program,  and  that  the  ITQ  program  as  a  whole  could  be 
terminated  at  the  discretion  of  the  government,  then  Constitutional  takings  claims 
would  be  unsuccessful. 

4.  Do  ITOs  promote  "big  business"  as  large  companies  have  resources  to  buy  or  lease 
a  significant  amount  of  shares? 

The  evidence  that  ITQs  promote  concentration  of  market  share  is  mixed,  probably 

because  fishery-specific  characteristics  determine  whether  concentration  will  occur 

and  if  it  does,  the  degree  of  concentration.   For  example,  concentration  in  the  surf 

clam  and  Canadian  offshore  groxmdfish  fisheries  was  a  result  of  large  initial  shares 

based  on  concentration  that  occurred  previous  to  the  implementation  of  ITQs. 

Economies  of  scale,  the  fact  that  large  specialized  tuna  boats  had  few  alternate  uses>  and  the  availability  of  capital 

based  on  equity  accrued  in  these  vessels  led  to  concentration  in  the  Southern  Bluefin 

Tuna  fishery  in  Australia. 

When  ITQs  are  expected  to  result  in  a  undesirable  degree  or  rate  of  consolidation, 
measures  such  as  accumulation  caps  can  be  used.   Rapid  consolidation  of  fisheries  in 
southern  Austialia  and  New  Zealand  was  countered  by  an  accumulation  cap. 
Existing  anti-trust  laws  can  also  be  used  in  the  absence  of  explicit  caps  on  ownership 
to  prevent  excessive  concentration. 

ITQs  can  favor  smaller  operators  who  can  take  advantage  of  the  increased  flexibility 
afforded  by  ITQ  management.   For  example,  ITQs  helped  small  operators  in  Australia 
who  were  better  able  to  change  their  operations  and  marketing  strategies  than  larger 
firms.   Small  firms  were  also  able  to  borrow  against  their  QS,  increasing  the 
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availability  of  capital  to  them. 


5.  What,  if  anything,  should  be  done  to  preserve  small,  traditional  fishing 
communities  and  prevent  "big  business"  from  controlling  an  ITO  fishery? 

and 

6.  How  might  ITOs  be  structured  so  as  not  to  contribute  to  increasing  monopolization 
and  concentration  of  ownership  of  fishing  rights?   How  might  the  unacceptable 
concentration  of  ownership  be  determined  for  any  fishery? 

First,  it  should  not  be  assumed  that  ITQ  management  will  necessarily  result  in  a 
dramatic  shift  from  small  independent  operators  to  large  firms.   ITQs  could  provide 
an  advantage  to  smaller  operators  under  some  circumstances,  as  discussed  above.  In 
addition,  individual  highliners  who  receive  large  amounts  of  QS  in  the  initial 
allocation  may  be  the  major  accumulators  of  QS,  rather  than  large  firms. 

If  economies  of  scale  and  other  fishery-specific  characteristics  are  such  that  large 
firms  would  be  expected  to  accumulate  an  unacceptably  large  share  of  the  TAC  as  a 
result  of  ITQ  management,  and  if  the  community  places  a  high  priority  on  the 
preservation  of  small,  independent  fishermen,  fishery  managers  and  others  could  take 
steps  to  prevent  or  limit  the  accumulation  of  QS  by  large  firms.  These  steps  could 
include  placing  limits  on  the  amount  of  QS  that  could  be  accumulated  by  an 
individual  or  corporation  and  lawsuits  based  on  anti-trust  law. 

Managers,  fishermen,  and  community  interests  should  judiciously  weigh  the  benefits 
of  concentration  caps  against  the  costs  of  such  measures  in  terms  of  their  potential  to 
reduce  the  efficacy  of  excess  fishing  capacity  reduction. 

7.  If  Magnuson  was  amended  to  allow  collection  of  revenues  in  excess  of 
administration  costs,  would  auction  of  quota  shares  be  a  preferred  option?   Under 
what  circumstances  should  revenues  from  an  ITQ  program  be  used  to  finance  a 
buyout  option  for  compensating  those  who  are  forced  to  leave  a  fishery? 

We  have  addressed  the  issue  of  auctions  in  our  answer  to  question  2. 

EDF  believes  that  revenues  collected  from  an  ITQ  program  should  probably  not  be 
used  to  finance  a  supplemental  buyout  option  to  compensate  those  who  are  forced  to 
leave  a  fishery.   Fishermen  who  are  allocated  QS  wall  be  provided  vnth  some 
measure  of  compensation  if  they  sell  their  QS.   Buyouts  of  fishermen  who  did  not 
receive  QS  would  require  a  lengthy  and  contentious  process  for  determining  who  is 
eligible  for  a  buyout. 

Revenues  from  an  ITQ  program  should  be  used  first  to  cover  administrative  and 
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enforcement  costs  for  the  ITQ  program.   Only  if  excess  revenues  remain  available 
after  covering  such  needs  should  they  be  used  to  finance  an  economic  assistance 
program  or  other  high  priority  activities,  such  as  research.   Excess  revenues  could  be 
used  to  establish  a  sustainable  economic  assistance  program  for  affected  conm^unities, 
instead  of  a  buyout.   Funding  requirements  for  economic  assistance  programs  and 
other  secondary  needs  should  be  carefully  ranked  on  a  fishery-specific  basis  to 
determine  priorities  for  funding  if  revenues  in  excess  of  administrative  and 
enforcement  costs  are  available.  If  revenues  from  an  ITQ  program  are  inadequate  to 
cover  such  other  needs  then  alternative  funding  sources  should  be  sought. 

8.  Is  free  market  transferability  of  quota  shares  necessary? 

Allocation  of  individual  quotas  reduces  excess  capacity  and  lessens  the  race  for  fish 
even  if  QS  is  not  transferable.   Transferability  accomplishes  these  goals  far  more 
efficiently  and  also  maximizes  the  economic  wealth  of  the  industry  (including  the 
amount  of  the  economic  rent  that  can  be  used  to  pay  for  ITQ  management). 

Within  the  confines  of  the  initial  allocation  and  enforcement /adnninistration 
requirements  of  the  program,  trading  should  be  as  free  as  possible  and  pricing 
should  be  unregulated.   Restrictions  on  trading  and  price  regulation  would  be 
expected  to  reduce  the  efficiency  with  which  ITQ  management  can  reduce  excess 
fishing  capacity  and  increase  econonuc  rent. 

9.  What  are  the  potential  enforcement  problems  with  ITQ  systems?  What  is  the 
enforcement  experience  where  ITO  systems  have  alreadv  been  used? 

Many  enforcement  problems  cited  as  failings  of  ITQ  systems  are  in  fact  failings  of  all 
fishery  managment  regimes.  They  include  misreporting  landings,  bycatch,  discards, 
and  highgrading. 

ITQ  management  may  create  incentives  to  highgrade  when  sufficient  price 
differentials  exist  for  different  grades  of  fish;  to  misreport  landings;  and  to  enter  into 
collusion  with  fish  receivers  to  misreport  landings.  These  incentives  may  be 
counterbalanced  to  some  extent  by  the  incentives  for  stewardship  created  by  ITQs  - 
quota  holders  have  a  direct  economic  stake  in  the  long  term  productivity  of  the  fish 
population,  whereas  open  access  fishermen  do  not. 

ITQ  management  does  not  always  create  enforcement  problems;  in  fact,  it  sometimes 
facilitates  enforcement.   Certain  design  features,  such  as  the  revocation  of  QS  for 
gross  violations  and  redistribution  to  fishermen  in  compliance,  can  greatiy  increase 
self-regulation  and  tips  which  can  aid  investigations  of  collusion  and  other  violations. 
In  addition,  QS  ownership  often  changes  fishermen  who  once  opposed  regulations 
that  force  inefficiency  (such  as  input  controls)  into  strong  advocates  for  enforcement 
to  protect  his  or  her  harvest  rights. 
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ITQ  management  usually  increases  the  amount  of  data  available  on  landings  (and 
bycatch,  if  bycatch  spedes  are  also  managed  under  an  ITQ  system),  enabling 
managers  and  fishermen  to  avoid  exceeding  the  TAC.  TAC  overruns  dropped  very 
dramatically  as  a  result  of  the  Canadian  ITQ  program  for  halibut  and  sablefish. 

The  greatly  enhanced  flexibility  afforded  by  ITQ  management  can  result  in  markedly 
better  compliance  wdth  regulations  and  better  conservation  performance.  For 
example,  ITQ  management  of  the  wreckfish  fishery  resulted  in  the  flow  of  harvest 
rights  to  more  experienced  fishermen  who  had  learned  to  maximize  their  catch 
without  bouncing  heavy  gear  off  the  bottom.   Bans  on  this  practice  had  been 
ineffective  prior  to  ITQ  management. 

ITQ  management  may  require  greater  expenditures  for  enforcement  due  to  the  need 
to  keep  track  of  individual  quotas  and  to  corroborate  landings  reports  by  fishermen 
with  reports  by  fish  receivers.  Dockside  observers  and  special  investigations  are  also 
necessary.   Magnetic  cards,  similar  to  Automatic  Teller  Machine  cards,  can  be  used  to 
enter  landings  data  into  a  central  database,  greatly  facilitating  record  keeping  and 
double-entry  accounting.   If  the  Magnuson  Act  is  amended  to  allow  the  collection  of 
additional  revenues,  ITQ  management  could  create  a  stream  of  new  revenues  for 
enforcement  programs  that  are  currently  woefully  underfunded. 

10.  What  impact  do  ITOs  have  on  bycatch? 

The  record  on  bycatch  is  mixed  for  ITQ  management.   By  some  accounts  in  some 
fisheries,  bycatch  has  increased,  and  by  other  accounts,  bycatch  has  decreased. 
Reduction  of  bycatch  and  the  creation  of  incentives  to  land  unavoidable  bycatch  and 
account  for  bycatch  mortality  in  ecosystem  management,  should  be  high  priorities  for 
all  fishery  management  regimes,  including  ITQs. 

Bycatch  survival  has  increased  in  some  ITQ  fisheries  because  fishermen  have  more 
time  to  carefully  handle  bycatch.   Similarly,  ghost  fishing  by  lost  gear  has  decreased 
in  some  cases  because  less  gear  is  lost  than  in  the  frenzied  derbies  that  took  place 
prior  to  ITQ  management. 

Bycatch  and  discards  could  be  reduced  by  adding  catch  selectivity  to  the  list  of 
factors  that  determine  QS  allocation. 

11.  What  about  "highgrading"  under  an  ITQ  regime?  Is  this  a  greater  problem  with 
ITQ  systems  than  in  an  open  access  fishery? 

ITQ  management  may  create  incentives  to  highgrade  when  significant  price 
differentials  exist  for  different  grades  of  fish.   Incentives  to  highgrade  also  exist  under 
open  access,  but  are  probably  weaker  than  they  would  be  under  ITQ  management 
under  many  circumstances.   However,  when  trip  limits  are  imposed,  as  is  becoming 
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increasingly  common  under  open  access  management  (in  efforts  to  extend  dwindling 
seasons  resulting  from  the  race  for  fish),  very  strong  incentives  for  highgrading  exist 
and  an  extensive  amount  of  highgrading  occurs. 

Highgrading  could  possibly  be  reduced  by  establishing  separate  ITQ  systems  for 
different  grades  of  fish.  This  approach  was  used  successfully  in  the  Lake  Erie 
walleye  ITQ  program. 

12.  In  recent  U.S.  experience,  what  have  been  the  more  common  criticisms  of 
proposed  ITQ  regimes?   How  have  these  criticisms  been  addressed? 

Many  of  the  failings  attributed  to  existing  ITQ  programs  are,  in  fact,  failings  of 
conventional  management  policies  that  the  ITQ  programs  were  not  designed  to 
address.  For  example,  some  have  attributed  the  collapse  of  the  New  Zealand  orange 
roughy  fishery  to  ITQ  management.  The  collapse  was  in  reality  due  to  the  failure  to 
properly  assess  the  population  dynamics  and  true  abundance  of  the  orange  roughy, 
which  resulted  in  an  excessive  TAC.  The  TAC  for  orange  roughy  and  other  New 
Zealand  species  have  since  been  dramatically  reduced.   Serious  problems  in  the 
orange  roughy  ITQ  program,  such  as  lawsuits  for  compensation  when  managers 
needed  to  reduce  TAC,  resulted  from  the  government's  failure  to  define  QS  as  a 
proportion  of  a  fluctuating  TAC;  QS  was  allocated  as  absolute  amounts  of  fish 
instead.   Better  assessments  conducted  after  the  initial  allocation  indicated  that  the 
fish  population  could  not  sustain  such  effectively  "guaranteed"  catch  levels.   All 
subsequent  ITQ  programs  have  defined  QS  as  a  proportion  of  TAC  to  enable 
managers  to  adjust  TAC  if  necessary. 

Current  ITQ  programs  share  some  of  the  failings  of  conventional  management,  such 
as  inadequate  enforcement,  highgrading,  and  bycatch.   We  have  already  discussed 
these  issues  in  our  answers  to  questions  9,  10,  and  11. 

One  major  criticism  of   ITQ  management  has  been  that  the  allocation  of  QS  without 
compensation  to  the  public  amounts  to  a  giveaway  of  a  public  resource.  We  have 
addressed  this  issue  in  our  answers  to  questions  1  and  2. 

Some  have  expressed  concern  that  ITQ  management  may  not  reduce  the  race  for  fish 
because  fishermen  will  also  concentrate  their  fishing  at  times  and  in  areas  where  fish 
densities  are  high.  This  has  not  been  the  case  in  practical  experience,  perhaps 
because  market  gluts  resulting  from  such  concentration  depress  the  price  of  fish. 
While  racing  sometimes  persists  early  in  an  ITQ  program,  it  generally  stops  when 
quota  holders  realize  the  effects  of  racing  on  market  prices  and  gain  familiarity  v^th 
the  ITQ  program. 

Another  major  criticism  of  ITQs  has  been  that  the  exclusive  harvest  privilege  they 
create  may  form  the  basis  of  compensable  Constitutional  takings  claims.   Such  claims 
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are  unlikely  because  ITQ  programs  can  be  designed  to  avert  expectations  of  harvest 
rights  in  perpetuity.  With  a  properly  designed  program,  the  public  must  retain 
ownership  and  control  over  fisheries,  the  size  of  QS  will  reflect  the  variability  of  TAC 
from  season  to  season,  and  the  government  must  retain  the  right  to  modify  or 
terminate  the  ITQ  program  at  any  time.  These  provisions  are  necessary  not  only  to 
prevent  takings  claims,  but  also  to  protect  the  fishery.   Others  have  argued  that  these 
limitations  on  the  nature  of  the  right  created  by  ITQs  eliminate  the  incentives  for 
stewardship  created  by  ITQs.   However,  practical  experience  in  the  U.S.  wreckfish, 
surf  dam,  and  ocean  quahog  ITQ  programs  has  shown  that  quota  holders  expect  a 
future  stream  of  revenue  from  their  QS  despite  a  recognition  that  TAC  can  be 
reduced  and  their  harvest  privileges  can  be  modified  or  even  revoked  by  the 
government,  indicating  that  they  are  vesting  in  the  future.  This  is  evidence  that  they 
have  a  direct  economic  interest  in  the  long  term  health  of  the  fishery.   In  the 
Australian  ITQ  program,  quota  holders  have  been  able  to  borrow  money  using  their 
QS  as  collateral. 

Some  critics  of  ITQs  are  especially  concerned  about  the  potential  for  ITQs  to  promote 
concentration  of  harvest  rights  within  a  relatively  small  number  of  large  firms, 
thereby  changing  the  nature  of  fisheries  dominated  by  a  large  number  of  small 
independent  operators.  We  have  discussed  this  issue  in  our  answer  to  question  4. 

13.  How  do  the  data  requirements  for  managing  fisheries  with  ITQs  compare  to  more 
traditional  manaement  regimes?  How  much  does  this  contribute  to  cost  savings  or 
increased  expense? 

In  general,  ITQ  management  requires  the  collection  of  more  data  than  is  the  case  for 
conventional  management,  because  both  the  landings  reported  by  harvesters  and  the 
landings  received  by  processers  must  be  tracked  and  compared.  In  some  cases,  the 
more  detailed  data  gathered  under  ITQ  management  has  resulted  in  much  higher 
compliance  with  the  TAC.   The  use  of  automated  data  collection  and  tracking 
systems  may  reduce  costs,  as  discussed  in  our  answer  to  question  9. 

14.  What  has  been  the  impact  of  ITQ  systems  on  jobs  and  harvester  income?  What 
can  be  anticipated  for  other  fisheries  proposed  for  ITQ  systems? 

First,  it  must  be  recognized  that  massive  job  loss  is  occurring  right  now  as  a  result  of 
overexploitation  and  open  access  mismanagement.  Therefore,  the  main  issue  is  to 
find  the  least  economically  painful  way  to  downsize  overcapitalized  fisheries. 
Conventional  management  regimes  allow  job  loss  to  occur  suddenly  as  a  result  of 
allowing  too  much  fishing  effort  and  not  accounting  sufficiently  for  scientific 
uncertainty  and  natural  variations  in  fish  abundance  and  productivity.   Trip  limits, 
enforced  inefficiency  with  input  controls,  and  other  drastic  measures  result  in  lost 
jobs  with  no  compensation. 


656 


When  ITQ  management  is  used  to  reduce  fishing  capacity,  job  loss  cem  be  foreseen 
and  planned  for.   Fishermen  who  receive  QS  can  choose  to  remain  in  the  fishery  or 
leave  it  by  selling  their  QS.  Their  returns  from  the  Scde  of  QS  represent  some 
compensation  for  their  investment  in  the  fishery.   As  a  management  option,  crew 
members  and  fishermen  who  do  not  qualify  for  QS  and  who  cannot  afford  to  buy  QS 
could  be  compensated  through  a  community-based  economic  assistance  program 
funded  out  of  revenues  coUected  from  quota  holders  in  excess  of  funds  needed  to 
administer  and  enforce  the  ITQ  program  and  other  sources  of  revenues  if  necessary. 

ITQ  management  has  the  potential  to  dramatically  increase  profits  for  quota  holders 
in  several  ways.   Reduction  of  excess  capital  results  in  a  reduction  in  the 
unproductive  idling  of  equipment  and  in  excess  investment  and  debt.   ITQs  allow 
fishermen  the  flexibility  to  fish  at  a  level  of  effort  corresponding  to  the  profit- 
maximizing  level,  rather  than  being  forced  to  fish  at  higher,  less  profitable  levels  by 
the  intense  competition  engendered  by  open  access.  In  the  British  Columbia  halibut 
ITQ  program,  revenues  increased  by  $4  nnillion  in  1991  as  a  result  of  ITQ 
management,  translating  into  $9,200  per  vessel.   For  BC  sablefish,  total  revenues 
increased  by  $3.3  milHon,  or  $157,000  per  vessel. 

ITQ  management  that  results  in  increased  profits,  greater  compliance  with  TACs,  and 
more  sustainable  TACs  made  possible  by  reduced  econonnic  and  sodal  pressure 
resulting  from  increased  stability  and  profitability  can  all  contribute  to  the  creation  of 
new,  more  stable  jobs  in  the  future.  This  has  been  the  case  in  many  ITQ  programs 
around  the  world. 
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